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CUTTING 


IS NOTHING 
MORE COMPLICATED 
THAN ADDING THINGS 


The arithmetic of marketing is done with dol- 
lars. But what price do you put on the insur- 
ance of marketing success? 


$100,000 will buy you four black and white 
pages in one national weekly. Or five 1,000- 
line newspaper insertions, in the 15 top 
markets. Or two 60-second morning TV spots 
a week, for 13 weeks, in the 25 top markets. 
Fini! 

Or, multiply by 5, 10, and up, and you have an 
advertising budget—red chip, as marketing 
chips go today. Yet not until you weigh adver- 
tising effectiveness against advertising budget 
do you get to the heart of the matter. As with 
advertising, so with new product introduction, 
merchandising strategy, new packages. The 
moment of revelation must come. 


What better way do you know for minimizing 
the risk inherent in every marketing plan, 
than to get the facts on merchandise move- 
ment before major budget commitments are 
made? Automatically, you insure peak effec- 


Selling Research, Inc. 


tiveness for your final plans: your cost cutting 
is built-in. 


Usually, for less than the cost of one column 
in one women’s magazine, you can have all 
the merchandise movement data you need, on 
any marketing step. SR/ data—procured in 
the stores you require, in test cities you name. 
Validated data—on sales, inventory, stock- 
turn, share of market, package size division, 
the sales strength of any factor you wish to 
test. The fastest data, from the nation’s larg- 
est tailor made store audit organization. 


Research directors of leading marketers and 
advertising agencies respect the accuracy of 
SRI store audit data, use it with profit. Eighty- 
five percent of our work is for companies we 
have served before. Years of reliability, too, 
add up! Today, get the facts on SRI tailor 
made store audit service, and Sell-O-Rator® 
National Food and Drug Indexes. Selling Re- 
search, Inc., 92 Liberty Street, New York 6, 
N.S 


NATIONAL 
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somewhere West of Laramie... 
in Los Angeles and San Francisco, to be specific, 


are two fully integrated offices 

each staffed with professional personnel 
and each 

offering complete interviewing, 
tabulation, and questionnaire 


printing facilities. 


serving Western-based client needs 


in the U. S. and overseas 


serving Eastern-based client needs 


in the 13 Western states 


affiliated with Field Research Company 
The California Poll 
Media/Audience Measurements, Inc. 
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this new 20-page Distribution of Sample 
brochure deserves a top place among your 
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Since 1946, over 250 of America’s best- 
known firms have found NFO's mail panel 
facility the most practical answer to many 
of their marketing problems. 


Learn for yourself why this largest, most 
meticulously balanced cross-section of the 
great American market is truly representative. 
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How ARMOUR PHARMACEUTICAL 
cut costs, raised profits with 
American's distribution plan 


Let an American Airlines Distribution 
Consultant Make an Analysis of Your 
Distribution Opportunities. 


HE use of airfreight as a marketing 
tool by the Armour Pharmaceutical 
Company came about in this way: 

Armour Pharmaceutical realized that 
today’s distribution costs reflect a great 
deal more than transportation charges 
alone. They called in American Airlines’ 
Distribution Consultant Service to eval- 
uate existing distribution methods with 
an eye to over-all cost reduction without 
affecting customer service. 

After the analysis—which included ex- 
amination of inventory costs, warehouse 
costs, lost sales due to out-of-stock po- 
sitions, crating and interest—Armour 
adopted airfreight shipping. The results? 

A five-way profit plan: increased sales 
through faster service to outlying areas; 
50% reduction in inventory, with con- 
sequent released capital; elimination of 
all except West Coast warehouses; ex- 
panded market penetration; greater turn- 
over, with decreased obsolescence losses. 

If you would like your company to 
have such a study, write S. C. Dunlap, 
Vice President-Cargo, American Airlines, 
100 Park Avenue, New York 17, N. Y. 
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Marketing 


e J. W. KEENER 


these challenges. 


E are approaching an exciting dec- 
ade. For businessmen everywhere 


the years ahead will present interesting 
problems. They will be years of risk and 
years of opportunities that risks create. 
Assuming we can avoid World War III, 
marketing’s job in the 1960s will be 
among the most interesting of all jobs of 
that period. 

To get some idea of what the future 


© About the Author. J. W. Keener is President and 
chief executive officer of The B. F. Goodrich Com- 
pany. 

Formerly a member of the faculty of Ohio Wes- 
leyan University, teaching business administration, he 
joined B. F. Goodrich in 1937 as a special analyst. 
He organized the Company's business research de- 
partment. 

Before being elected President of the Company in 
1957 and chief executive officer in 1958, Mr. Keener 
served successively as Assistant to the Vice President 
in charge of finance; Assistant to the President; Vice 
President, employee relations; and Vice President with 
broad corporate responsibilities. 

Born in Portersville, Alabama, in 1908, he was 
graduated from Birmingham-Southern College in 
1928 and received a Master's degree in business 
administration from the University of Chicago in 
1930. He holds honorary degrees of Doctor of Laws 
from Birmingham-Southern College, Doctor of Com- 
mercial Sciences from Milliken University, and Doctor 
of Laws from Ohio Wesleyan University. 


Marketing’s Job For The 1960s 


Vast growth of consumer markets in the 1960s is now clearly seen, 
but what special risks and opportunities face the marketing man? 

How fast will he have to run just to stay even with his competition? 
And what new competitive forces will he meet? 

Mr. Keener, President of The B. F. Goodrich Company, suggests that 
complacent expectation of a steadily expanding economy is not enough. 
Profitable operation during the next decade will depend on how a 
company meets a specific list of challenges, and the author discusses 


marketing situation will be, consider the 
changes that are likely, and in some cases 
certain, to take place between now and 
1970. Then we can analyze these changes 
in terms of their likely impacts on the 
total marketing picture. 


THE COMING POPULATION CHANGES 

The first requirement of marketing is 
people, in their role as customers. By 
1970, we shall have many more people. 
Predictions of the 1970 USA population 
range all the way from 203 million to 220 
million. A conservative average would be 
210 to 212 million. This would represent 
an increase of about 40 million consumers, 
or 23 per cent over the 171 million popu- 
lation of 1957. It foretells an increase in 
total consumption in the United States in 
excess of the present total consumption of 
an England, a France, or a West Germany. 

There are many kinds of people, how- 
ever, and the kinds of people who will 
compose the USA population in 1970 are 
important to marketing. For one thing, 
the changing age distribution of the pop- 
ulation has a direct and forceful impact 
on marketing. 
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Distribution of Age Groups 


What will the changes in age distribu- 
tion of our population be by 1970? What 
age groups will dominate in population 
growth? Round number averages of U.S. 
Census estimates of the population growth 
to 1970 run about like this: 

From 20 to 21 millions of our total 
population increase of 40 millions, over 
half, will still be under age 20 by 1970. 
(See Figure 1.) The increase in this under- 
20 age group will be about 31 per cent, 
almost a third. (See Figure 2.) 

The years of reproduction and family 
building, roughly ages 20 through 39, will 
show a population growth of about 7 mil- 
lion, or 15 per cent. The years we might 
designate as those of property accumula- 
tion and security building, ages 40 to 59, 
will show a population increase of 6 mil- 
lion, also up about 15 per cent. The years 
of tapering off and retirement, ages 60 
and up, will evidence a population in- 
crease of about 614 million, or about 30 
per cent. 

Thus, of the 40 million total popula- 


tion increase from 1957 to 1970, about 27 
million, or two-thirds, will occur among 
the youngest and oldest age groups. From 
the marketing standpoint, this is a dom- 
inant fact about the population growth 
that is coming about in the 1960s. 


WANT AND NEED LEVELS 


Besides considering the number of peo- 
ple and their distribution by age groups, 
marketing must also contemplate their 
total needs and wants. A look into the 
changes taking place in our society would 
seem to indicate that the want and need 
level of our population is decidedly on 
the rise. Several clues indicate this trend. 

For example, marketing research has 
taught us that there is a fairly direct cor- 
relation between educational levels and 
levels of human wants. With the growing 
emphasis on education from grade school 
through college and graduate school, the 
American people can be expected to want 
and need more consumer goods in the 
years ahead. 

It is estimated that during the next dec- 
ade the number of high-school graduates 
will increase from 39 million, or 40 per 


January 1960 


cent of our adult population, to 55 mil- 
lion, or 50 per cent of our adult popula- 
tion. And the number of youths attend- 
ing college is expected to rise from 3.2 
million to 6 million, or more than 40 per 
cent of the number of youths of college 
age. A corollary of this rise in the educa- 
tional level is a considerable rise in the 
level of the average individual's presumed 
needs and wants. 

An expected rise in incomes, and espe- 
cially in the amount of money available 
for discretionary spending, is another rea- 
son for expecting the level of needs and 
wants to 


THE ECONOMIC PICTURE OF THE 1960s 


Needs and wants do not create large 
markets unless there are products in suffi- 
cient volume. As measured by Gross Na- 
tional Product, conservative estimates 
place the 1970 output at about $650 bil- 
lion in constant 1957 dollars. Some esti- 
mates go as high as $750 billion and above. 

Even at $650 billion, the anticipated 
percentage increase in physical output of 
total goods and services would be about 
50 per cent above 1957-58 levels. And 50 
per cent more goods and services for 23 
per cent more people would indicate an 
increase in total real income on the order 
of 2 per cent per year. 


Money, Taxes, and Automation 


To get this large potential volume of 
added goods and services distributed will 
require that elusive and fleeting ingredi- 
ent—money. This will be generated in 
the form of incomes, personal and busi- 
ness, developed from the enlarged produc- 
tion and commercial activities of our 
economy. In terms of the major income 
recipient categories, such total income 
will consist of taxes collected from the 
economy by governments, the retained 
earnings of business establishments, and 
of the disposable incomes of consumers. 

True to past form, the governments’ ap- 
petites for taxes and spending will con- 
tinue to increase at faster rates than GNP 
or national income. The need to secure a 


*Gilbert Burck, “How American Taste Is 
Changing,” Fortune, Vol. Go, No. 1 (July, 1959), 
Pp- 114-196, at p. 116. 
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MARKETING'S JOB FOR THE 1960s 


50 per cent increase in industrial and agri- 
cultural output over a period when the 
working-age population—ages 20 to 59— 
is growing by only 15, per cent can be met 
only by stepped-up mechanization and 
automation. This will require large capi- 
tal expenditures by business, financed 
with retained earnings and with new in- 
vestment from national savings. 


Disposable Income 


With government and business both 
likely to account for more than their pres- 
ent shares of our national income, the re- 
maining major income category—dispos- 
able consumer income—will probably 
increase at a slower rate than GNP. But 
the total sum of disposable incomes 
should still be up on the order of 45 per 
cent or more by 1970. This would be an 
increase in real terms of about twice the 
estimated 23 per cent increase in popula- 
tion. Thus, total real disposable income 
should be up by more than 114 per cent 
a year. 


Inflation and Market Growth 


Should our compounded annual rate of 
monetary inflation average only 114 per 
cent a year, our real 1970 GNP economy 
of $650 billion or more would become a 
dollar GNP economy of nearly $750 bil- 
lion. Thus, the dollar increase in the size 
of our 1970 economy would be about 70 
per cent above the 1957-58 average. This 
70 per cent increase should be mar- 
keting’s minimum target for sales growth 
in the decade ahead. Companies in the 
growth industry category should set their 
sights higher still. 


Distribution of Incomes 


Also important to merchandising will 
be the distribution of income by age 
groups in our hypothesized 1970 economy. 
Some of those under age 20 will, of course, 
be employed and will have something in 
the way of incomes. With pension plans, 
Social Security, investment income, and 
some productive work, those age 60 and 
above will likely have considerably more 
income than at present. 

But the great proportion of the 45 per 
cent increase in real disposable consumer 


incomes will go to the primary group of 
income producing people between the 
ages of 20 and 59. 

This leads to two conclusions. First, the 
age 20-to-59 group, which will be the big 
earning and the big spending group, will 
have real disposable income increases 
somewhat above the 45 per cent national 
average increase, and, of course, dollar in- 
come increases even higher than this. 

Second, the increase in the total amount 
of money available for discretionary con- 
sumer spending will snowball, since need 
levels will not increase as rapidly as will 
the means of satisfying those needs. By 
1970 discretionary consumer income will 
probably approach 200 per cent above 
1957-58 averages, and could be higher. 

By definition, discretionary income 
means that consumers will exercise con- 
siderable discretion in their purchase de- 
cisions and they will have real opportu- 
nities to save an increasing share of their 
income. The magnitude of the rise in 
this discretionary income in the next dec- 
ade highlights the size of the marketing 
job that lies ahead. 


MARKETING IMPLICATIONS 
OF THIS ECONOMY 

As a whole, this hypothesized 1970 econ- 
omy forecasts a revolution in technology, 
in production, and in marketing. But we 
will get from 1959 to 1970 in evolutionary 
steps, each filled with risk, each offering 
opportunities. What are the marketing 
implications of this revolution? 

First, there will be dramatic changes in 
the product mix of our economy. Several 
forces will be at work to bring this about. 
For one thing, those products and services 
that are required mainly for the youngest 
group and by our eldest citizens will have 
a rate-of-demand increase. on a per capita 
basis alone, of more than twice the poten- 
tial increase rates for products used 
mainly by the age 20-to-59 groups. 

For another thing, there will be a per 
capita increase in real incomes that will 
support higher per capita spending for 
consumption goods, and higher per capita 
savings for capital-goods expenditures by 
those industries in which such savings are 
invested. 
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As already shown, discretionary dispos- 
able incomes will rise much more rapidly 
than will total disposable incomes. Hence, 
those goods and services outside the food, 
clothing, and shelter categories—particu- 
larly those in recreation, entertainment, 
and the “niceties of life’—will have dra- 
matic opportunities for growth. 


Factors of Competition 


A second marketing implication grow- 
ing out of the changes to occur between 
now and 1970 will be the varying impacts 
of competitive pressures on different in- 
dustries and on different companies within 
industries. 

Those companies having businesses that 
are mainly in the slower growth fields 
will have the jobs of defending old prod- 
uct lines and of seeking ways to partici- 
pate in more rapid growth fields. Those 
companies having business in the rapid 
growth fields will have the jobs of ac- 
curate prediction of growth rates for spe- 
cific product lines, and of providing ade- 
quate means of distribution and adequate 
production facilities at the right times. 
They will also have the job of defending 
their own growth opportunities against 
additional competitors who may be en- 
tirely new enterprises, or established com- 
panies from the slower growth fields at- 
tempting to step up their own sales 
growth and profit increase rates. 


Growth of Foreign Competition 


Another new element of severe compe- 
tition is being added. This is foreign com- 
petition. Under our Reciprocal Trade 
Agreements Acts we have become so re- 
ciprocal that, in many industries, other 
countries are getting more and more of 
the trade. This, and the excessive wage 
and employee benefit cost increases that 
have continued in the United States for 
fourteen successive years, have brought 
about the loss of many of our export mar- 
ket potentials and have led to what is be- 
ginning to be a major invasion of USA 
markets by foreign producers. Further 
wage and benefit cost increases which can- 
not be supported by productivity gains 
can only serve to aggravate the situation. 

Thus, a new facet of competition has 
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been added that can well snowball during 
the 1960s. It carries with it many disturb- 
ing implications for thousands of Ameri- 
can marketing organizations and their 
companies and for Americans generally. 


Effect on Traditional Marketing 


From what we now know of the condi- 
tions that are in the process of develop- 
ment, it appears that one traditional job 
of marketing—that of getting one’s share 
of the market growth—could be even more 
difficult over the next decade than it has 
been. The changing market trends, the 
stepped-up competitive tempo between 
companies within an industry, further in- 
ter-industry competition for the consumer’s 
dollar, and competition from abroad—all 
will place a premium on creative, aggres- 
sive marketing. 


Role of Product Research and Development 


A third implication of the changes of 
the coming decade is the impact these 
pronounced marketing trends and com- 
petitive pressures will have on the whole 
field of research and development. Prod- 
uct improvements and innovations will 
play a major part in the success probabil- 
ities of companies and industries. Much 
more research-and-development money 
will be spent to gain market advantages. 
This means that much greater propor- 
tions of research-and-development efforts 
will have to be moved from ivory towers 
and applied directly to the needs of the 
market place. 

It has been proved time and again that 
a company that is first with a product im- 
provement or innovation has a tremen- 
dous advantage if its better or new prod- 
uct is intelligently merchandised. Hence, 
the setting of realistic but tight target 
times for completion of research-and-de- 
velopment projects will be essential if a 
company expects to come up with the 
“firsts” that can mean so much to its 
future. 


Importance of Machine and 
Process Development 

Successful research-and-development 
work in the process, machinery, equip- 
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ment, and methods fields will be just as 
vital to company, employee, and _ stock- 
holder prosperity as it will in the product 
field. This is so because by 1970 we will 
have to depend on an increased working 
population of a little more than 15 per 
cent to oversee higher total physical out- 
put of goods and services of about 50 per 
cent. Marketing organizations that can 
benefit from superior company perform- 
ance in the means of increasing individual 
productivity will have big competitive 
advantages. 


Marketing Research 

Just as good military intelligence is 
vital to success in wars, good marketing 
intelligence will be essential to business 
success in the 1960s. Perhaps the function 
traditionally called marketing research 
should be renamed marketing research 
and development, to emphasize its funda- 
mental importance to successful market- 
ing, planning, and actions. 

Companies with the best marketing in- 
telligence over the next decade will be 
able to exercise better judgments as to 
how to spend product research-and-devel- 
opment money to the best advantage, and 
as to the completion of target dates that 
should ‘be set for product-development 
projects. They will be better able to know 
the production facilities that will be 
needed, at what times, in what size pro- 
duction units, and in what locations. 
They will know better how to plan and 
how to achieve optimum distribution of 
existing and new products by areas, cities, 
and sales territories. 

These and many other problems of 
marketing logistics and tactics will be pos- 
sible of reasonably accurate solutions. 
Companies having such superior market- 
ing intelligence will have great competi- 
tive advantages. 


Need for Adequate Profits 

A fourth implication of the economic 
changes of the coming decade to market- 
ing is the need for marketing to assume a 
much greater responsibility for adequate 
profits. In 1948 profits after taxes for all 
industries were about $20 billion, and 


equalled g.2 per cent of national income. 
In 1957 profits after taxes were just $22 
billion but were only 6 per cent of na- 
tional income. 

Between these years there was a 40 per 
cent increase in GNP. At the same time, 
compensation of employees increased by 
$114 billion, and in 1947 was 81 per cent 
over the 1948 level of $140 billion. 

Over these same ten years, American 
industry invested $270 billion on new 
capital for modernization and for addi- 
tional plants and equipment. At the end 
of the period there was practically noth- 
ing in the way of added profit income to 
compensate for this enormous new invest- 
ment. The comparison would be even 
worse for 1958. This has been the big 
failure of marketing and of American 
business generally over the past decade. 

How can marketing go about assuming 
greater responsibility for netting an ade- 
quate profit return on invested capital? 
Although specific possible contributions 
are numerous, they fall under three head- 
ings: (1) through pricing; (2) through 
volume; (3) through costs. 


How Marketing Can Increase Profits 


In most large-volume lines, pricing 
must be realistic and competitive. Yet 
there is a great deal of pricing discretion 
exercised in many lines of business. In too 
many cases the discretion involves an ex- 
tra 10 to 15 per cent discount that good 
salesmanship would make unnecessary. It 
is easy for some marketing managements 
to give away, through hasty price deci- 
sions, much more than manufacturing 
and financial control managements can 
save. 

Good marketing management can do 
much to improve recovery, and the profit 
return on invested capital, through wise 
exercise of its pricing authority and dis- 
cretion. 

As every good marketing manager 
knows, incremental profits on added vol- 
ume increase at a rapid rate, provided 
such volume is secured without price con- 
cessions that undermine the whole pricing 
structure. Thus, good advertising, good 
sales promotion, and good salesmanship 
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that result in sound additions to volume 
can do much te improve marketing’s con- 
tribution to higher returns on invested 
capital. 

Marketing can also do much to contrib- 
ute to profitability through its influence 
on costs. Its interest in costs must be in 
the direction of continually seeking means 
of reducing ratios of costs to sales. Such 
reductions can be achieved by wise spend- 
ing that brings sales increases of suffi- 
cient size, as well as by wise savings in the 
marketing field and elsewhere. Market- 
ing’s sales successes will exert a large and 
beneficial influence on unit cost reduc- 
tions that may be possible in manufactur- 
ing and through corporate fiscal control. 


A Major Job for Marketing 

American industry must and will earn 
larger returns on investment than it has 
in the recent past. The trend of the last 
eleven years cannot continue without sti- 
fling economic growth and progress. Such 
continued retrogression in rates of return 
on industrial and commercial investments 
could seriously sap our industrial strength, 
would make almost certain the loss of the 
Cold War, and would, in time, bring our 
American way of life to a disastrous end. 

Marketing can make a major contribu- 
tion toward reversing this trend. Market- 
ing can do this by assuming more respon- 
sibility for restoring adequate profits to 
our American profit-and-loss system. 

Those product lines, those companies, 
and those industries that make the great- 
est contributions in the coming decade 
will be those that are completely dedi- 
cated to, and successful in, profitable mar- 
keting. 


Freedom in Business .. . 


MARKETING MEMO 


Customer Orientation 


Everything starts with the needs and 
wants of the ultimate user of a product. 
The nature of the product—its specifica- 
tions, its style, its color, its size, its quality, 
its price—all must be suited to what the 
ultimate user thinks he needs and wants. 
Those who are in tune with this market- 
ing fundamental are those who will be 
the growth leaders in the coming decade. 

This means that everything that busi- 
ness does must be pointed to the market. 
It means that every business function 
must be directed toward and be in tune 
with the market. Research and develop- 
ment, production, finance and control, 
personnel, all and more, must at all times. 
watch what the market does. 

To accomplish this, each and every em- 
ployee must be conscious of the fact that 
his interests lie in direct parallel with the 
customer's interests, and that his on-and- 
off-the-job actions reflect to the credit or 
to the detriment of his company with its 
customers, both present and potential. 
Thus, marketing, along with personnel, 
has a big selling job inside its corporate 
home, as well as outside. 

Some speak of this fact of business life 
as “The Marketing Concept.” Some call 
it “Total Marketing.” The B. F. Good- 
rich Company merchandises it inside the 
organization by the phrase, “Every B. F. 
Goodrich man must be a B. F. Goodrich 
customer’s man.” Call it by any name you 
will, it adds up to the same thing—that 
“marketing oriented” organizations will 
be the winners in the exciting, risk-filled, 
and opportunity-filled decade ahead. That 
is marketing’s job for the 1960s, and the 
job of every other function of business as 
well. 


Management has tried to adjust the scientist to the organization 
rather than the organization to the scientist. It can do this with the 
mediocre and still have a harmonious group. It cannot do this with the 
brilliant; only freedom will make them harmonious. 


—William H. Whyte, Jr. 
The Organization Man 
(New York City: 
Simon & Schuster, 1956), p. 79. 


ONSIDERABLE effort has been devoted 
C to the task of finding sensitive ba- 
rometers which foreshadow the prospec- 
tive business trend. Although the ideal 
barometer has not been found, two sets of 
indicators provide useful clues. These are 
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Economic and Marketing 
Predictions for 1960 


@ IRVING SCHWEIGER and BERYI, W. SPRINKEL 


The authors predict that . . . 

The econ should reach new peaks in 1960, but with less of an 
improvement than in 1959. Total disposable personal income should 
reach the record total of $354 billion. Prices will increase only slightly. 
Personal consumption expenditures will also reach new heights, wi 
spending on durable goods leading the way. Demand for credi 
heavy. oe shrinkage of the housing market is expected. A recession 
seems unlikely before the latter part of 1960 at the earliest. 
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changes in the money supply, and the 
leading indicator series of the National 
Bureau of Economic Research. 

For many years economists have con- 
tended that changes in the amount of 
money in an economy significantly affect 
the subsequent business trend; but until 
recently sufficient data were not available 
to provide an adequate test of this hy- 
pothesis. It is now clear that a decline in 
monetary growth has preceded past re- 
cessions and that a rise in monetary 
growth has preceded past recoveries. Un- 
fortunately the length of the lead time is 
not uniform for all cycles. On average, a 
decline in monetary growth precedes cy- 
clical downturns about twenty months, 
and a rise in monetary growth precedes a 
cyclical upturn about nine months. Since 
1918 the longest lead prior to a downturn 
was the twenty-nine months prior to the 
1957 decline. 

During the current expansion phase of 
the business cycle, monetary authorities 
promptly restricted monetary growth in 
order to prevent the resumption of infla- 
tionary pressures. Although the money 
supply continues to grow on average, the 
rate of growth has been slightly down- 
ward since July, 1958. While difficult to 
prove statistically, there is some reason to 
believes that a modest decline in the 
monetary growth rate will result in a rel- 
atively long lead time, as occurred prior 
to the last recession. The current state of 
monetary growth suggests that a recession 
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is not likely before the latter part of 1960 
or early 1961. 

The leading indicators developed by 
the National Bureau of Economic Re- 
search confirm this view. After investiga- 
tion of over 800 series, the NBER chose 
eight which most consistently foreshad- 
owed past business trends. Also chosen 
were eight coincident indicators and five 
indicators which usually lag the business 
turn. Typically the leaders first show 
weakness during the expansion phase of 
the business cycle, followed by the coinci- 
dent series and finally the laggers. 

At present, the leading and the coinci- 
dent indicators are beginning to show 
weakness, but this may be due to the re- 
cent steel strike. Unfortunately other cur- 
rent data also reflect the steel strike, so 
that it is difficult to separate this effect 
from more basic forces. Greater weakness 
in the leaders for a more protracted pe- 
riod of time will be necessary before an 
imminent business decline could be ex- 
pected. 


THE PRESENT BOOM IN HISTORICAL 
PERSPECTIVE 

Although many observers have noted 
that the rise in economic activity in the 
past twenty months has been unusually 
rapid, past patterns suggest that is incor- 
rect. The NBER has determined that 
mild business rises tend to follow mild 
business downturns, and that a rapid rate 
of business expansion tends to follow 
more serious declines. The threat of a 
steel strike stimulated economic expan- 
sion in the second quarter of the past 
year, whereas the strike undoubtedly re- 
tarded growth in the third quarter. At 
present it appears that the business rise 
has been moderately less rapid than 
would have been expected, based on past 
patterns. The moderate pace of the re- 
covery, evidenced up to the present time, 
indicates that serious imbalances have not 
developed which might lead to a near- 
term business decline. 

Also, in terms of the length of past 
periods of business expansion, the cur- 
rent boom probably has considerable life 
remaining. According to the NBER there 
have been twenty-five business expansions 
since 1854, prior to the current one. The 
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median length of past recoveries has been 
twenty-seven months. The longest has 
been thirty-five months, except those oc- 
curring during war periods and the 1933- 
37 expansion following the Great Depres- 
sion. In the past thirty-five years none 
has lasted less than twenty months, and 
there has been a tendency during the past 
four decades for recoveries to last a little 
longer and for recessions to be shorter. 
If the present boom has only average 
longevity, a recession would begin in 
July, 1960. If it enjoys a life equal to the 
previous maximum, the next recession 
would begin in March, 1961. But, as indi- 
cated above, past patterns suggest that a 
recession is unlikely before late 1960 or 


early 1961. 


CONSUMER MARKETS 

Before discussing specific consumer mar- 
kets in 1960, it may be useful to note a 
few general aspects of consumer behavior 
in recent years. 

Since World War II, higher consumer 
incomes and larger stocks of consumer 
goods have not led to any increase in pro- 
portion of income saved nor to any gen- 
eral saturation of markets. Consumers 
have demonstrated a desire for more and 
better goods and services, and a greater 
readiness to move up to higher standards 
of living. The postwar period has seen a 
tremendous expansion and upgrading of 
consumer markets. The increase in what 
has been called “discretionary income” 
has not been associated with wildly er- 
ratic behavior. 

Consumer spending in the aggregate 
has not varied widely, as the discretionary- 
income hypothesis suggests, but has been 
quite stable in periods of income decline 
and has moved upward readily with in- 
come. For example, in the 1957-58 reces- 
sion when personal disposable income 
fell by $1.2 billion (seasonally adjusted 
annual rate) from the third quarter of 
1957 to the first quarter of 1958, total 
consumer expenditures on consumption 
goods declined by only $0.9 billion; and 
there was actually a $0.1 billion increase 
in spending for residential housing as 
credit became more fully available. 

In the recovery, consumer spending 
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helped to lead the way. Disposable in- 
come rose $23.8 billion from the third 
quarter of 1957 to the second quarter of 
1959 (the latest period available at the 
time of writing this article); and in this 
period consumer spending increased $23.0 
billion for consumption goods and more 
than $5.0 billion for residential housing. 

The pattern of expenditure has varied 
over time in response to factors such as 
income, credit availability, relative prices, 
and changes in tastes; but so far, total 
spending by consumers has shown little 
tendency to falter or io act as a depressant 
on the economy. 

In 1960, the two critical consumer mar- 
kets will be automobiles and housing. 
These are the largest and most variable 
areas in the consumer sector. A boom in 
both of these would push the economy 
close to capacity; a decline in both would 
contribute heavily to recession. In 1958, 
automobile volume was drastically cur- 
tailed but was largely offset by expansion 
in housing. In 1959, a booming housing 
market plus a moderate recovery in auto- 
mobiles contributed to over-all strength 
in the economy. In 1960, it appears that 
these two major markets may move in op- 
posite directions. 


Automobiles 

Our expectation is that the automobile 
market will strengthen further during 
ig60 but that the gain will be less than 
between 1958 and 1959, and will fall con- 
siderably short of the 7.2 million unit 
sales of 1955. Part of the gain in 1960 
sales will be due to postponements and 
delays caused by the steel strike. 

Estimates of 1960 sales so far published 
range from 6 million to more than 7 mil- 
lion passenger cars. Forecasts of U. S. au- 
tomobile executives have tended to con- 
centrate in the 6.5 to 6.9 million range 
for both domestic and foreign cars. If 
sales rise this high, they will help to 
maintain further growth of the economy. 

What financial and psychological fac- 
tors are affecting the new-car market? The 
prices of the automobiles that consumers 
have been buying have increased substan- 
tially, both in absolute amount and in re- 
lation to consumer income. Price can be 
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measured in various ways, but nearly all 
of these price indexes show a greater per- 
centage rise than of income. 

One indicator is the actual net outlay 
for new cars, which allows for trade-in, 
special equipment, and types of cars pur- 
chased. It thus represents the amounts 
consumers are actually paying. 

In 1953, the median net outlay for con- 
sumer purchases of new cars was $1,590, 
according to the Federal Reserve Board's 
Survey of Consumer Finances. It rose in 
each subsequent year and reached $2,100 
in 1958, up about one-third. Income rose 
at only half this rate according to the 
standard indicators, such as median fam- 
ily income, net spendable average weekly 
earnings of workers with three depend- 
ents, or disposable income per capita in 
current prices. 

These data suggest that outlays for au- 
tomobiles had risen at least 15 per cent 
more than income between 1953 and 
1958. The continued worsening of this 
new car price-to-income ratio between 
1953 and 1958 had the effect of pricing 
part of the middle-income and _ lower- 
income groups out of the new-car market 
and of shifting some demand of high- 
income groups from new to used cars. 

In both 1957 and 1958, for example, 3 
in every 100 consumer units in the lower 
three-fifths of the population when ranked 
by income purchased a new car. In 1956, 
it had been 5 in 100, Purchases of new 
cars by the top-income fifth was fairly well 
maintained through 1957, although there 
was some tendency toward used-car 
purchase instead of new-car purchases. 
However, in 1958, the combination of the 
recession and the continued deterioration 
in the price-income ratio for new cars re- 
sulted in a drastic reduction in new-car 
purchases by high-income units. 

In 1957, new cars were purchased by 20 
in 100 consumers in the highest-income 
fifth. In 1958, the rate dropped to 15 in 
100. The higher the level of consumer in- 
come, the greater was the relative decline 
in new-car purchases in 1958. At the 
$10,000-and-over income level, the rate of 
new-car buying fell from 28 in every 100 
consumers in 1957 to 16 per 100 in 1058. 
The reduction in new-car purchases in 
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1958 was most marked among self-em- 
ployed and managerial personnel. Other 
groups in the population (professionals, 
clerical, skilled workers, farmers, etc.) 
maintained their new-car purchases in 
1958 at or near their 1957 rates. 

The collapse of new-car buying by the 
business and executive group in 1958 helps 
to explain the relative shrinkage in the 
medium-priced car lines. 

In 1959, there was probably some im- 
provement in the net outlay to income 
ratio for new cars, and probably there 
will be a further moderate improvement 
in 1960. This may bring the 1960 ratio 
down to about 110 per cent of what it 
was in 1953, compared with 115 per cent 
in 1958. Such improvement in the real 
cost of new cars may result in some in- 
creased buying by low-income and mid- 
dle-income units who were previously 
priced out of the new-car market. A re- 
turn to the market by this group is sug- 
gested by the buying plans reported in 
early 1959 to the Federal Reserve Survey 
of Consumer Finances, and in early and 
mid-1959 to the continuing survey of the 
National Industrial Conference Board. 

However, both sources indicate that 
buying plans for new cars had not strength- 
ened materially among high-income con- 
sumers who are the real key to any sub- 
stantial gain in this market. Further gains 
in the economy may help to raise the new- 
car buying plans of this group beyond the 
modest levels indicated up to mid-1g59. It 
is possible, however, that the structure of 
demand for new cars by this group has 
altered. 

In the past, the automobile industry 
has been extremely successful in persuad- 
ing the American public to spend a 
larger and larger share of its income on 
automobiles. New cars have provided con- 
sumers with transportation, and also with 
marks of status or symbols of distinction. 
These elements have been sufficiently im- 
portant to cause many Americans to ex- 
tend themselves financially to the limit in 
order to buy the newest cars at fairly 
frequent intervals. 

The U. S. automobile industry is now 
attempting to create a broader array of 
car choices, to generate excitement and 


interest in a “‘sensible” car, and to reduce 
the price-to-income ratio. Efforts to sell 
new cars will be assisted by consumer 
ownership of an unusually large number 
of cars in age groups of highest trade-in 
frequency. On the negative side, there is 
evidence of some weakening in the power 
of U. S. cars to provide prestige and status. 
Taking all these complex and subtle fac- 
tors into account, there probably will be 
about 6.6 million new-car sales of all types 
in 1960 in the domestic market. This es- 
timate implies an increase of from 8 to 
10 per cent in unit sales over 1959, with a 
somewhat smaller percentige increase in 
dollar expenditures as the average outlay 
per car will decline. 

Consumer spending on durables other 
than automobiles has risen steadily, mov- 
ing from $18.8 billion in 1953 to $26.3 
billion in the second quarter of 1959. Even 
in 1958, total spending for this group in- 
creased slightly, compared with over a 15 
per cent reduction in spending for auto- 
mobiles and parts. 

Radically improved or new types of 
equipment such as air conditioning, elec- 
tric dryers, boats and trailers, power mow- 
ers, and high-fidelity phonographs have 
expanded the magnitude of this category 
of consumer spending and made it re- 
sistant to income decline. Spending for 
this group of goods will increase further 
in 1960 but by less than the 12 to 15 per 
cent gain in 1959. A reduced rate of home 
construction, greater competition from 
the automobile industry, and a lesser rate 
of increase of income will probably hold 
the gain in spending for durable goods 
(other than automobiles) to about 10 per 
cent in 1960. 

Expenditures for nondurables and serv- 
ices will continue to set new records in 
1960. Their expansion in 1960 should be 
slightly less than proportional to the 
gain in personal income, after having ad- 
vanced more rapidly than income in 1958 
and less rapidly than income in 1959. 

Saving will probably decline to about 
6.8 per cent of disposable personal income 
in 1960, from the 7.0 per cent rate of 
1959. The fall in rate of saving will re- 
sult from an increase in expenditures for 
automobiles and other durable goods rel- 
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ative to income, while nondurable goods 
and services are expected to expand 
nearly proportionately with income. 

The decline in rate of personal saving 
coupled with enlarged spending for dur- 
able goods will create pressure on the 
available supply of credit. Inasmuch as 
consumer installment credit pays the 
highest going interest rate, relatively more 
credit will flow to this sector of the econ- 
omy and relatively less to other sectors, 
particularly residential housing. 


Housing Demand and Credit 
The market for houses is in some ways 
simpler to forecast than that of auto- 
mobiles. This is so, because there appears 
to be considerable unsatisfied demand for 
housing, responsive to changes in avail- 
ability and terms of mortgage credit. 

Until the summer of 1958 many ana- 
lysts would have disputed this, believing 
that the backlog demand for housing had 
been worked off and that construction 
would now be tied closely to the rate of 
family formation. They believed that eas- 
ing of credit terms would have little in- 
fluence in increasing effective demand. 
However, an easing of credit terms and 
an increased availability of funds for 
mortgages turned private residential con- 
struction upward from its 915,000 annual 
rate in February to 1,430,000 in December 
of 1958, the highest level in three years. It 
should be noted that the upturn in resi- 
dential construction took place at least 
two months before the upturn in the na- 
tional economy. 

This remarkable upsurge in residential 
volume indicates that the demand for 
housing is considerably greater than many 
analysts have anticipated on the basis of 
family formation. Consumer demand at 
this point appears to draw heavily on a 
desire to upgrade housing, to bring it 
more closely into conformity with im- 
proved financial positions and with new 
living standards that put greater emphasis 
on suburban living and home ownership. 
Continuation of a very high birth rate 
and growth in size of families tend to in- 
crease turnover, as families find present 
housing inadequate. 

Evidence of upgrading, including move- 
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ment to a larger house, is provided by the 
finding of the Federal Reserve Board's 
Survey of Consumer Finances that in 
1955-57 previous owners accounted for 
from 40 to 45 per cent of all house pur- 
chases, compared with g2 per cent in 
1949-50. In recent years, more than half 
of the houses priced at $15,000 and over 
were purchased by families who already 
owned a house. Changing housing tastes, 
shifts in character of neighborhoods, and 
easier financing for new than for existing 
housing tend to direct housing demand 
toward newly constructed units. 

However, credit is again becoming more 
expensive. Much of the current upsurge 
in housing starts is being financed with 
funds obtained or committed months ago 
when interest rates were lower. 

Government insured mortgages, with 
limits of 434 per cent in the case of VA 
loans and 514 per cent for FHA loans, 
were not fully competitive with going 
market rates. A recent adjustment in these 
limits to 514 per cent for VA and 534 per 
cent for FHA places FHA insured mort- 
gages in a considerably better competitive 
position but still below market rates in 
many areas, while the VA rate is below 
the going rate in all areas. 

A generally tight credit situation defi- 
nitely will hurt the housing market. 
There are several factors, however, which 
will tend to ameliorate the impact of 
tight credit. First is the very high rate on 
conventionally financed residential hous- 
ing, a type of financing which has the flex- 
ibility to go even higher if necessary in 
order to compete for funds in the capital 
market. This segment of the housing in- 
dustry, which has raised its share to two- 
thirds of the total, should show relatively 
little shrinkage in 1960. Second is the 
record rate on insured long-term FHA 
mortgages which should be relatively at- 
tractive to some long-term investors. 
Third, an increasing part of the housing 
market is made up of somewhat older 
families who already own houses, have 
incomes of $10,000 or more, and are able 
to meet more stringent credit require- 
ments. 

It is reasonable to believe that there 
will be some decline from 1959 levels, but 
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nothing drastic. It is estimated that hous- 
ing starts will be about 100,000 fewer in 
1960 than in 1959, for a decline of about 
7 to 8 per cent. There will be less of a de- 
cline in expenditures because of a shift 
to more expensive units. On the basis of 
expressed plans, the demand for better 
housing is so strong that any loosening of 
credit stringency should lead to renewed 
activity in the housing field. 

The broad expansion of consumer mar- 
kets in 1960 will provide marketing men 
with considerable opportunities. These 
opportunities include a favorable envi- 
ronment in which to introduce new prod- 
ucts or to promote aggressively recently 
introduced products. With income rising 
and new patterns of spending evolving, 
an active marketing program should be 
unusually effective. 


BUSINESS AND INDUSTRIAL MARKETS 
The economy is currently enjoying an- 
other capital-goods boom which promises 
to continue at least well into 1960. At 
present it appears that total outlays of 


business on capital goods will reach a new 
peak in the coming year. 

In the past, the corporate-profit trend 
has exerted a powerful force on capital 
outlays. In the last recession, the sharp 
drop in corporate profits was followed 
promptly by a significant sag in plant and 
equipment spending, despite the belief 
of many that greater reliance on long- 
range corporate planning would lessen 
the drop in capital outlays. During the 
current expansion, capital-goods outlays 
lagged the business upturn two quarters 
but are now rising rapidly. Surveys of 
businessmens’ intentions indicate that 
plans have been revised upward re- 
peatedly throughout the past year. Such a 
pattern is typical of past expansion pe- 
riods. 

A recent Commerce Department-SEC 
survey indicates that business plans to 
spend g per cent more on plant and 
equipment this year than last, despite the 
persistence of some excess capacity in 
many industries. The projected fourth 

quarter 1959 rate is 19 per cent above the 
‘low recorded in the third quarter of 


1958, and is only 4.4 per cent below the 
average level for the peak year 1957. Since 
it appears that aggregate demands for 
goods and services will continue high and 
will continue to rise through at least 
much of 1960, an all-time high outlay on 
producers’ durable equipment is indicated 
for 1960 of approximately $29 billion. 

Despite substantial inventory accumu- 
lation prior to the steel strike, inventory- 
sales ratios are unusually low. This con- 
dition indicates that there will be a 
considerable incentive to accumulate in- 
ventories in coming months, assuming 
that sales remain firm as expected. One 
of the effects of the prolonged steel strike 
was to reduce inventories in many lines. 
It will be months before sufficient goods 
can be produced to restore inventories to 
adequate level, assuming that corporate 
sales hold up. 

Even so, it is clear that inventory 
change cannot provide as great a stimulus 
to business activity in the coming year as 
in the past period, when inventories rose 
from a $6.9 billion annual rate of liquida- 
tion in the first quarter of 1958 to the 
$10.4 billion accumulation rate in the sec- 
ond quarter of 1959. The stimulus to to- 
tal demand amounted to $17.3 billion. It 
is believed that inventories will accu- 
mulate at about a $6 billion rate in the 
coming year. This will provide little stim- 
ulus to production for the full year, even 
though some stimulus is currently being 
enjoyed compared to the third quarter 
steel strike period. 

In 1960, federal spending as recorded 
in the GNP accounts is expected to hold 
at about $52.5 billion. Although a $12.5 
billion deficit was recorded in fiscal 1959, 
a balanced budget should be attained in 
both fiscal and calendar 1960. 

Budget outlays in fiscal 1960 are offi- 
cially estimated at $78.9 billion—$1.8 bil- 
lion below fiscal 1959, but $1.9 billion 
greater than previous estimates. Rising in- 
terest costs are the most important factor 
leading to the upward revision in esti- 
mates. Fortunately, from the standpoint 
of balancing the budget and avoiding in- 
flation, the 81st Congress did not sharply 
step up spending, as had been widely ex- 
pected. 
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State and local spending has risen in 
each of the postwar years in response to 
voter demands for enlarged and improved 
public services. A rise to a total of $47.5 
billion appears probable during 1960. Al- 
though tight money will undoubtedly re- 
sult in deferral of some projects, school 
and sewer outlays will be largely impervi- 
ous to higher interest rates, as in past 
boom periods. 

A decline in exports as well as a stepup 
in imports in the past year has resulted 
in a modest drag on the economy. How- 
ever, major indusiriai countries are en- 
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Taste 1 
SALIENT STATISTICS* 


joying improving prosperity at the pres- 
ent time. This trend has brought some 
expansion in imports of American-made 
goods and services. Recent pleas by the 
Administration to western industrial na- 
tions to share in our foreign-aid costs and 
to remove barriers to the import of Amer- 
ican goods give promise of continuing the 
recent improvement in trend. Conse- 
quently, it is estimated that the net deficit 
in foreign accounts will be eliminated in 
1960. 

Table 1 gives some salient statistics that 
will be useful in looking ahead into 1960. 


1959-60 
1959 1960 (Estimated 
1958 (Estimated) (Forecast) % change) 
CONSUMERS’ DISPOSABLE INCOME 316.5 $35.0 354.0 +5.7 
SAVINGS 23.5 23.5 24.0 +2.1 
RATE OF SAVINGS 74% 70% 68% —2.8 
GROSS NATIONAL PRODUCT (§ billion) 441.7 480.0 507.0 +5.6 
Consumer Markets: $11.0 $34.0 $51.5 5.2 
Durable 37.6 44.0 48.0 +9.1 
Nondurable and services 255.3 267.5 282.0 +5.4 
Residential housing 18.0 22.5 21.5 AA 
Business Markets: 36.9 495 54.0 +9.1 
Producers’ durables 22.9 26.5 29.0 +9.4 
Business construction 17.7 18.0 19.0 +5.6 
Change in business inventories — 38 5.0 6.0 —_ 
Government Spending: 92.6 97.5 101.0 +36 
Federal 


State and local 
Net foreign investment 

INDUSTRIAL PRODUCTION (1947-49 = 100) 
CONSUMER PRICES (1947-49 = 100) 


+12 —15 = 
134.0 149.0 156.0 44.7 
123.5 124.3 126.0 +14 


®Sources: U.S. Department of Commerce, U.S. Department of Labor, Federal Reserve Board, and estimates. 
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not been developed. 


OTIVATIONAL research has grown at 
M such a great pace because consumer 
attitudes and behavior are so important 
in solving marketing and advertising prob- 
lems. But motivational research as com- 
monly practiced has often been undisci- 
plined and even capricious. Psychological 
and sociological theories are often ig- 
nored. Old dimensions, often inadequate, 
are not replaced with new dimensions to 
provide a systematic way of looking at the 
consumer. 

One reason is a common tendency to 
miss the differences between motivational 
and psychological research. Today the two 
terms are often used incorrectly as inter- 
changeable. 


® About the Author. Walter A. Woods is Vice Presi- 
dent and a Director of Research of Nowland and 
Company, Inc., Greenwich, Connecticut. Previously 
he was Associate Professor of Psychology at Rich- 
mond Professional Institute of the College of Wil- 
liam and Mary, and for a brief period chief counsel- 
ing psychologist at Lyons Hospital. 

After leaving the Navy in 1946, he served as a 
counseling psychologist at Stevens Institute. In 1947 
he became associated with the Art School at Pratt 
Institute as Research Psychologist, and in 195! with 
Fort Hays State College as Assistant Professor of 
Psychology. 

Dr. Woods is a member of the American Marketing 
Association, American Psychological Association, 
American Management Association, and the Ameri- 
can Society of Aesthetics. A graduate of the Univer- 
sity of Wyoming, he has an M.A. in psychology from 
Syracuse University, and a Ph.D. in psychology from 
Columbia University. 


Psychological Dimensions of 
Consumer Decision 


e WALTER A. WOODS 


Motivational research and psychological research are not identical. 
The author believes that failure to differentiate between motivational 
research and psychological research has been largely responsible for 
failure to make greater progress in consumer research. This is because 
a systematic model for the psychological study of the consumer has 


Dr. Woods examines the interrelationships of a number of psychologi- 
cal variables. He explains the differences between the "person" varia- 


bles and the "product" variables in the study of consumer behavior. 


As a result of these errors in definition, 
other psychological points are often un- 
derstressed. Theories of consumer behav- 
ior have tended to ignore important de- 
terminants such as habit, cognition, and 
learning.! 

CONSUMER DIMENSIONS VERSUS 
PRODUCT DIMENSIONS 

Consider two distinct processes which 
work to determine that a particular prod- 
uct will be bought or consumed: (1) The 
process of motivation—someone is hungry 
and needs food. (2) The process of dis- 
crimination—the hunger is satisfied by se- 
lecting particular foods, or particular 
brands of foods. 

This is oversimplification, of course. To 
be sure, the factors underlying eating 
(food consumption) are motivational. The- 
oretically, people eat for several reasons: 
they are hungry, they are bored, it is time 
to eat, or they require an outlet for some 
psychological force. 

But what a person (or group) eats at a 
particular time is usually outside the 
realm of this kind of motivation. Cereal 
may be eaten at breakfast because (1) 
cereal is always eaten for breakfast (habit); 
(2) the cereal box was in view as break- 
fast was considered (impulse); (3) cereal is 


*An attempt to remedy this is represented in 
James A. Bayton, “Motivation, Cognition, Learn- 
ing—Basic Factors in Consumer Behavior.” jour- 
NAL OF MARKETING, Vol 22. (January, 1958), pp. 
282-289. 
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“healthy” (motivation); or (4) everyone 
else was having cereal (social pressure). 

As to why cereal was available in the 
household, there are other possibilities: (1) 
cereal is always purchased (habit); (2) 
there was no cereal but mother wanted a 
change (cognition plus motivation); (3) 
cereals are inexpensive (cognition); or (4) 
the young son shopped with her, and he 
liked the package (impulse). 

As to brand selected, there are also sev- 
eral possibilities: (1) the same brand is 
“automatically” purchased (habit); (2) 
brand X is considered best (cognition); or 
(3) brands of “big” manufacturers are pre- 
ferred (motivation). 

Contrast this with the purchase of a car, 
where there is a basic need for transporta- 
tion (motivation), and a secondary need 
for ownership. When we inquire as to 
make of car, the question, “What car for 
what purpose?”, is raised. New reasons 
come into play: cost and economy (cogni- 
tion), appearance (impulsivity), prestige 
(motivation). 

Cereals and cars are different. Habitual 
and rational forces are more at work with 
cereals, irrational forces with cars. Con- 
sumers identify with and get more in- 
volved emotionally with automobiles than 
with cereals. All consumer behavior is 
motivated, but actual choices made to sat- 
isfy motives may depend on other psycho- 
logical variables. Motivation, per se, is 
most often a secondary factor in consumer 
choice, although it underlies all consumer 
behavior. Two sets of factors determine 
the choices which are made: personality 
of the purchaser, and character of the 
product. There are thus two sets of vari- 
ables: 

1. Consumer variables, the differences 
among consumers in their habits, 
cognitive structure, and motives 
which cause them to behave differ- 
ently in purchase situations. 

. Differences among products in “de- 
mand character” which cause con- 
sumers to become more ego-involved 
with some products than with others. 


CONSUMER VARIABLES 
Consumers pass through an organizing 
and integrating process during which pat- 
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terns of behavior are established with re- 
spect to purchasing and product use. The 
newly married woman brings certain atti- 
tudes to her new home, but she has no set 
ways of running her new home. Because 
of the major recurring problems of per- 
sonal, family, and social growth, she solves 
her minor problems by establishing rou- 
tines (a motive common to everyone).? 
Frequently these routines are established 
without awareness or deliberate intent. 

Among the behaviors frequently rele- 
gated to routine are menu planning and 
preparation, and shopping. Once house- 
wives have routinized these activities, they 
become relatively “closed” to new product 
introductions and to brand promotion. 

But no consumer solves all problems at 
the same time. For example, the problem 
of cake baking may persist long after the 
problem of coffee preparation is solved. 
Also, problems are not solved once and 
for all. The problem of storing perish- 
ables may be solved by a new refrigerator; 
but the problem may recur if, for in- 
stance, the family grows in size and more 
space is needed. 

Thus, particular buying habits persist 
because they have solved some household 
problems, and they continue until changes 
in circumstances or outlook present new 
problems. No published studies are known 
which discuss the extent to’ which such 
behavior (habit-determined behavior) ex- 
ists, but for some product areas about 60 
per cent of the market may be habit 
dominated. 

On the other hand, consumer behavior 
may remain unstable. Brands and prod- 
ucts may be freely changed on the basis 
of rational factors (cognitive behavior) 
such as price or convenience. One study 
suggests that cognitive behavior exists in 
about 20 per cent of the market.? 

The cognitive-habit dimension does not 
explain all purchasing behavior. Purchas- 

*As exemplified by the principle, referred to 
in psychological literature as “The Principle of 
Least Effort”; see G. K. Zipf, “Human Behavior 
and the Principle of Least Effort” (Boston: Addi- 
son-Wesley Press, 1949). 

* Ben Gedalecia, “The Communicators: An All- 
Media Study”; a report made at the grd Annual 


Advertising Research Foundation Conference, 
November 14, 1957. 


2 


ing decisions may be made on the basis of 
other forces. Two such types of behavior 
may be identified: behavior in response 
to affective appeal and behavior in re- 
sponse to symbolic appeal. Although 
these behavior types are often loosely 
grouped together as “irrational,” they do 
differ. 

Response to affective appeals is prob- 
ably best described as “impulsive” be- 
havior. As used here, it refers to reactions 
to product qualities which are primarily 
physical. Included would be such quali- 
ties as color, design, flavor, odor. For ex- 
ample, a shopper impulsively purchases 
candy because of its inherent physical ap- 
peal; or a shopper impulsively selects an 
automobile because of the inherent ap- 
peal of its color and design. 

Response to symbolic appeals might 
best be termed “emotional” behavior. As 
used here, it refers to behavior which is 
generated by thinking about the meaning 
of a product purchase rather than the 
function of the purchase. Thus, the per- 
ceived prestige of owning a Cadillac may 
be more important in bringing about its 
purchase than is the function which the 
Cadillac would serve. This is irrational 
behavior. 

This discussion of consumer variables 
has suggested that particular people tend 
consistently to behave in particular ways. 
Although it is unlikely that a given con- 
sumer always reacts in one way rather 
than another, people do react predom- 
inantly in one way rather than in other 
ways. The market for consumer products 
probably is composed of: 


1. A habit-determined group of brand 
loyal consumers, who tend to be sat- 
isfied with the last purchased prod- 
uct or brand. 

2. A cognitive group of consumers, 
sensitive to rational claims and only 
conditionally brand loyal. 

3. A price-cognitive group of consum- 
ers, who principally decide on the 


*The term “cathectic,” as used by T. Parsons, 
E. A. Shils, and others in Toward a General 
Theory of Action (Cambridge: Harvard Univer- 
sity Press, 1951), pp. 8-12, appears to include both 
“affective” and “symbolic” as used here. 
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basis of price or economy compari- 
sons. 

4. An impulse group of consumers, who 
buy on the basis of physical appeal 
and are relatively insensitive to 
brand name. 

5. A group of “emotional” reactors, 
who tend to be responsive to what 
products symbolize and who are 
heavily swayed by “images.” 

6. A group of new consumers, not yet 
stabilized with respect to the psycho- 
logical dimensions of consumer be- 
havior. 


This discussion of consumer variables 
has been concerned with behavior and not 
with attitudes. Behavior and attitudes are 
not the same. A favorable attitude toward 
a TV message is not the same thing as in- 
store purchasing of the product advertised. 


PRODUCT VARIABLES 


Superimposed across the entire gamut 
of consumer cognition and motivation is 
the character of the product itself. Some 
products have the capacity to get consum- 
ers ego-involved to a high degree. That 
is, consumers identify with the product. 
Other products have this capacity to a 
lesser degree. Still other products depend 
on their sensory appeal, and others on the 
function they perform. 

Thus, the demands of products on the 
consumer fall into three classes: 


A. Demands of ego-involvement in the 
external symbols which the product 
conveys. (“All executives ride in big 
cars like mine.”’) 

B. Hedonic demand. (“It’s so beauti- 
ful, I can’t resist it.’’) 

C. Functional demands. (“Here it is 
Tuesday again; we may as well have 
tuna casserole for dinner.”’) 


Although product variables have been ! 


studied to a much lesser degree than con- 
sumer variables and less is known about 
them, it is possible to describe rather un- 
ambiguous variables of this sort. Group 
A above can be broken down into four 
sub-classes of products where ego-involve- 
ment is at issue: (1) prestige products; (2) 
maturity products; (g) status (or member- 
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ship) products; (4) anxiety products. 
These four, along with B and C, provide 
six psychological product classes. 


1. Prestige Products 

Prestige products are those which them- 
selves become symbols. The product not 
only represents some image or personality 
attribute, but becomes that attribute. For 
example, ownership of a Cadillac is not 
only a symbol of success, but is evidence 
of success. Products which fall into this 
class include automobiles, homes, cloth- 
ing, furniture, art objects, newspapers, 
and magazines. 

The function which these products 
serve is to extend or identify the ego of 
the consumer in a direction consistent 
with his self-image, in such a way as to 
give him individuality. 


2. Maturity Products 


Maturity products are those which be- 
cause of social customs are typically with- 
held from younger people. The initial use 
of such products symbolizes a state of ma- 
turity on the part of the consumer. In- 
trinsic product merit is not a factor, at 
least in the beginning stages of use. Prod- 
ucts in this category include cigarettes, 
cosmetics, coffee, beer, and liquor. 


3. Status Products 


Status products serve the function of 
imputing class membership to their users. 
The intrinsic merit of products in this 
class is an important factor in continued 
usage. However, consumers tend to select 
“big-name” brands because they believe 
such brands impute “success,” “sub- 
stance,” “quality,” or similar attributes. 
“Bigness,” in turn, is often imputed from 
familiarity or frequency of exposure of 
the consumer to the brand. Packaged 
foods and gasoline are often in this cate- 
gory. While prestige products connote 
leadership, status products connote mem- 
bership. 


4. Anxiety Products 

Anxiety products are those products 
which are used to alleviate some presumed 
personal or social threat. Products in this 
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category include soaps, dentifrices, 
“health” foods, perfumes, and razors. This 
group of products involves ego-defense, 
whereas the three preceding categories 
are concerned with ego-enhancement. 


5. Hedonic Products (or Product Features) 
Hedonic products are those which are 
highly dependent on their sensory char- 
acter for their appeal. Moreover, their ap- 
peal is immediate and highly situational. 
This category includes snack items, many 
types of clothing, pre-sweetened cereals. 
Visual (style) features of any product fall 


within this area; automobile design and 
color are examples. 


6. Functional Products 


Functional products are those products 
to which little cultural or social meaning 
has, as yet, been imputed. Included in this 
category are the staple food items, fruits, 
vegetables, and also most building prod- 
ucts. 

The differences between these product 
classes have important implications for 
competitive marketing. Where ego-in- 
volvement can be developed, a high de- 
gree of interest can be won on the basis of 
product image. This, in turn, means a 
high susceptibility to “other-brand” image 
and a less habit-bound audience. For such 
products, marketing success hinges heavily 
on motivational selling. 

On the other hand, where involvement 
is low, loyalty to one’s brand must be 
achieved differently. Product image be- 
comes unimportant, while product iden- 
tity and familiarity become very impor- 
tant. Once loyalty is established, threat 
from “other-brand” penetration is con- 
siderably less than with “ego-involving” 
products. Moreover, “other-brand” suc- 
cess will be much more costly for the 
“other” manufacturer to achieve, since 
the other brand must get through on the 
basis of cognitive appeals to a_habit- 
bound, closed-out audience. For this rea- 
son, “lead time” becomes a highly impor- 
tant requirement for success of a product 


whose appeal is primarily functional or 
hedonic. 


INTERRELATIONS OF VARIABLES 

It might seem that the above listed 
person variables and product variables are 
two views of the same panorama. But this 
is not the case. 

The psychological character which a 
product has is a true character which has 
been imputed to it by society as a whole 
through long periods of time, and is in- 
dependent of the psychological character 
(or personality) of particular individuals. 
For example, no matter whether the 
consumer be “habit determined,” “cogni- 
tive,” or “impulsive,” he will still ac- 
knowledge that Cadillacs do convey pres- 
tige connotations of some sort, and that 
cosmetics do represent a means of con- 
veying “maturity.” 

Yet, while product variables and person 
variables represent two sets of variables, it 
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is also true that interrelations do exist. 
The very nature of impulsivity as a per- 
sonality characteristic leads to greater sus- 
ceptibility to products with hedonic ap- 
peal. Similarly, social needs will lead to 
association with products with status con- 
notations. 

Although interrelations may exist be- 
tween these two sets of variables, treat- 
ment as a duality is necessary in the de-. 
velopment of marketing programs. A true 
differentiation is required in order to 
distinguish between market (or consumer) 
segmentation and product description. A 
study of consumer variables leads to a 
description of the market in terms of con- 
sumer segments and needs. A study of 
product variables leads to a definition of 
product concept and product attributes. 
Both are required in the development of 
a product philosophy. 
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ADVERTISING BOOKS 
from Prentice-Hall 


Advertising Procedure, 4th Ed. 


by Otto Kleppner, The Kleppner Co., Inc., Ad- 
vertising Agency 


Here is the most popular advertising text ever 
published, cited by the Encyclopedia Britannica 
as “the standard authority” on advertising. This 
book provides the student with 10 practical 
chapters on copywriting, layout, and production 
and 12 chapters on the nature, requirements, and 
advertising possibilities of every advertising me- 
dia. In addition, it shows how market research 
and copy testing are conducted and describes and 
illustrates with actual examples how complete ad- 
vertising campaigns are prepared. 

Published 1950 775 pages Text price: $7.50 


Principles of Advertising 
by Philip Ward Burton, Syracuse University 


This easy-to-understand text realistically intro- 
duces students to the advertising business. Con- 
cisely covering the essentials, it provides sound 
treatment of retail advertising, the company ad- 
vertising department, and budgeting. 


Published 1955 541 pages Text price: $7.50 


The Technique of Advertising 
Production, 2nd Ed. 
by Thomas B. Stanley, New York University 


A complete and thorough coverage of production 
techniques, accenting their use and economy, this 
book discusses the planning and preparation of 
printed advertising, treating visualization, layout, 
typography, illustration, photo-mechanical and 
electronic production. 
Published 1954 216 pages Text price: $8.95 
Advertising Copy ~riting 

by Philip Ward Bui:ton, Syracuse University, 
Bowman Kreer, and John B. Gray, Jr., Maxon, 
Inc., Advertising Agency 


Bringing together all the important aspects of 
advertising, this book fully explains the different 
copy techniques now used, including copy re- 
search, the “raw material” expected of a copy- 
—. and his functions, duties, and responsi- 
ilities. 


Published 1949 521 pages Text price: $6.95 


Advertising Principles and Problems 
by James D. Scott, University of Michigan 

The 59 cases and 30 short problems in this book 
deal with a wide variety of products sold by small, 
mediu™, and large firms. The cases and problems 
are timely; all but three are the actual experi- 
ences of business executives since World War II. 


Published 1953 803 pages Text price: $7.95 
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ANOTHER TOP-NOTCH 
MARKETING CONFERENCE 


43rd National Conference 
of the 


AMERICAN 
MARKETING 
ASSOCIATION 


June 15-16-17, 1960 
HOTEL LEAMINGTON, MINNEAPOLIS 


American business will experi- 
ence the biggest decade in its his- 
tory in the ‘sixties. Is your mar- 
keting organization ready? Ad- 
vance market planning is the 
keynote to success. Attend Ameri- 
can Marketing Association con- 
ferences and hear the experts dis- 
cuss your problems. 


* Market Planning 
* Market Strategy 


Marketing Organization 
Marketing Research 


New Product Development 
Industry Marketing Problems 


For registration and 
program information write: 


AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street 
Chicago 3, Illinois 
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Decision Making in Industrial 
Marketing 


HE reception of tomorrow’s products 
ge largely unknown, and so is the im- 
pact on existing products and marketing 
channels. It is natural, therefore, that in- 
dustrial marketers should try to sharpen 
their research and decision-making tools. 
Conventional methods which rely upon 
“intuitive judgment” or “considered opin- 
ions” are slowly being replaced by more 
sophisticated and powerful techniques. 
And in a few companies where scientific 
decision making is attempted, early re- 
sults are quite promising. 


TWO METHODS OF JUDGMENT 


Until a very few years ago virtually all 
industrial marketing decisions were based 
primarily on “intuitive judgment.” Yet 
intuitive judgment is essentially nothing 
more than a reflection of the decision 
maker’s upbringing, experience, and pre- 
dilections. While he can be a well in- 
formed person, he is not always able to 
communicate with others about the ma- 
chinery by which his decisions are derived. 


© About the Author. Werner Z. Hirsch is Professor of 
Economics, Washington University, St. Louis. Cur- 
rently he is serving on the staff of Resources for the 
Future, Inc., Washington, D. C. 

Dr. Hirsch was Assistant Research Director and 
Chief Economist of Metropolitan St. Louis Survey, 
financed by the Ford Foundation, and also serves as 
consultant to the RAND Corporation, the Joint Eco- 
nomic Committee of the U. S. Congress, and a number 
of business corporations. He has a Ph.D. ir, Agricul- 
tural Economics from the University of California at 
Berkeley. 

The article is a modified version of a paper pre- 
sented to the Chemical Market Research Association 
at French Lick, Indiana, September 25, 1958. 
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In industrial marketing, decision making has been moving from “in- 
tuitive judgment" to "considered opinion" to “scientific decisions." 
Some examples are developed here of the scientific approach in rela- 
tion to industrial marketing—especially linear programming, empirical 
demand projections, and input-output analysis. 


Many marketing executives, however, 
have graduated to making what might 
be called “considered-opinion” decisions. 
These differ from intuitive judgment in 
that the logic behind the decision is made 
explicit, and quantification is used. For 
this purpose various amounts of statistics 
are collected. Unfortunately, data too 
often are gathered by inappropriate sta- 
tistical techniques; no less frequently, a 
very small fraction of the so diligently col- 
lected data is actually put to use. 

At its best, considered opinion is ar- 
rived at by a reasonable and impartial ex- 
amination of the accumulated data, ex- 
plicitly allowing for uncertainties. At its 
worst, it is an elaborate rationalization of 
prejudices which have been nourished for 
years. Yet, unlike intuitive decisions, the 
decision machinery can be clearly shown, 
so that others can evaluate it and possibly 
improve upon it. 


SCIENTIFIC DECISIONS 


In a few business firms “scientific deci- 
sion making” is being attempted. A math- 
ematical model is developed, incorporating 
various assumptions which will describe 
the phenomenon. In modeling a market- 
ing problem, the statistician starts by 
seeking the help of those well acquainted 
with the institutional setting of the prob- 
lem. They jointly try to settle on the vari- 
ous assumptions to be incorporated in the 
model. Often it is helpful to construct a 
block diagram (not unlike that made by 
electrical engineers in describing a circuit), 
portraying the independent variables, de- 
pendent variable, and their relationships. 
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Next, mathematical expressions are de- 
rived. The model may be able to draw on 
available mathematical and statistical 
computational formulas, or the solution 
may require the derivation of new ones. 

In scientific decision making, conclu- 
sions are directly related to the explicit 
assumptions of the model. To the extent 
that the model is flexible, assumptions 
can be readily changed and new results 
computed. Another important character- 
istic of a good model is its realism. How- 
ever, realistic models often tend to be very 
complex. Statistician and marketing ex- 
ecutives must co-operate and compromise. 
They must find the narrow path between 
the pitfalls of oversimplification and the 
morass of overcomplication. 


Operations Research and Systems Analysis 
The application of scientific decision 
making in industrial marketing can greatly 
benefit from the kind of work that often 
goes under the names of Operations Re- 
search and Systems Analysis. Systems Anal- 
ysis bears about the same relation to Op- 


erations Research as strategy to tactics. 
Thus, of the two, Systems Analysis is 
somewhat broader in considering space 
and time. 

What are some of the aspects of Systems 
Analysis as applied to industrial market- 
ing? Marketing and industrial product has 
many dimensions. There is the product 
itself and its characteristics, the marketing 
channels, competing products, and the 
product’s users. Thus, one marketing as- 
pect of one product cannot be analyzed 
in isolation; instead, the entire complex 
system must be considered. Systems Anal- 
ysis, applied to industrial marketing, at- 
tempts to compare, evaluate, and improve 
marketing systems. 


Decision Criteria 


Before this can be accomplished, deci- 
sion criteria must be established. Selection 
of the model's decision criteria, together 
with the determination of relevant as- 
sumptions, is that part in scientific deci- 
sion making which must remain subjective. 
It requires the most intimate co-operation 
between marketing executive and statis- 
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tician. The business executive needs to 
learn more about modern statistics, and 
the statistician more about the institu- 
tional setting of his problem. 

The statistician faces a great challenge 
to improve communication between him- 
self and the marketing executive. He must 
be tactful and understanding in his efforts 
to introduce a more basic understanding 
of scientific methodology. A convenient 
way is to explain to the decision maker 
the two types of error that any and every 
decision maker always faces, that is, the 
error that results from rejecting a correct 
hypothesis, and that from accepting an in- 
correct hypothesis. 

Once the marketing executive under- 
stands these two, the statistician can pro- 
ceed to ask him to consider carefully the 
consequence of each. Which is more seri- 
ous: committing a “sin of omission” or a 
“sin of commission”? And how much 
more dangerous to the future of the com- 
pany is one than the other? In this fash- 
ion, decision criteria can be established. 
They are in the form of probabilities and 
expectations.” 


Expected Value and Probabilistic Models 


The uncertainties facing the marketer 
can be handled in a number of ways, some 
more satisfactory than others. Expected- 
value models are based on the premise 
that what happens on the average actually 
does happen. Because of this assumption, 
they ignore many of the effects of uncer- 
tainty. Nevertheless, under certain circum- 
stances they can produce results which 
closely resemble those obtained from more 
complicated models requiring much 
greater efforts. 


*For a more detailed discussion of this point 
see W. Z. Hirsch, “Statistician and Policy Maker: 
A Partnership in the Making,” Journal of the 
American Statistical Association, Vol. 51 (March, 
1956), pp. 12-16. 

* The expectation of a given venture A can be 
looked upon as the probability p that it will come 
about, times the gain g that will result if it does 
succeed. In short: E(A)=p (A)xg (A). Thus, ex- 
pectation resembles a fair bet, that is, one that 
equals the probability of winning times the total 
stakes or potential gain. For example, in a game 
in which. 1,000 people participate, with one of 
them sure to win $1,000, a fair bet is 0.001 x, 
$1,000 or $1.00, which is also the expectation. 


Expected-value models have other short- 
comings. They neglect the analysis of fluc- 
tuation phenomena, common though they 
are. For example, marketing executives 
probably feel differently about a signed 
sales contract for, let us say, $300,000 of 
methyl! parathion (an organic phosphorous 
insecticide) than about a go per cent 
probability of selling $1,000,000 worth of 
this item. The expected-value of the two 
instances is the same, and, therefore, in an 
expected-value model these two phenom- 
ena are identical. 

An alternative to an expected-value 
model, is the probabilistic (fluctuation) 
model, which can reflect the fact that 
management feels differently about phe- 
nomena which fluctuate compared to 
those which do not. In the latter model, 
explicit allowance is made for probabilis- 
tic considerations. Not only can the ac- 
curacy of the results improve, but also 
there is greater flexibility in the selection 
of policy objectives. 


The Monte Carlo Method 


Yet, the implementation of probabilistic 
models often requires such extensive and 
involved computations that even high- 
speed electronic computers are inade- 
quate. Fortunately, the correct results can 
be readily approximated with the help of 
the Monte Carlo method, which solves 
problems by subjecting random numbers 
to numerical processes.* 

To demonstrate the Monte Carlo 
method in relation to a miniature prob- 
lem, consider a crap game, where one can 
win by throwing two dice whose sum of 
turned-up spots is either 7 or 11. One 
could calculate the probability of winning 
the game on the first throw by figuring 
out all the different combinations that 
the spots of two dice can produce. Assum- 
ing the dice are honest, each spot on the 
dice has an equal chance to turn up. On 
this assumption, the number of different 
combinations adding up to values of 
2, 3 4,++ +, 12 can be computed. The 


*For an interesting discussion of the method 
and its application to some examples see W. N. 
Jessop, “Monte Carlo Methods and Industrial 
Problems,” Applied Statistics, Vol. 5, No. 3 (No- 
vember, 1956), pp. 156-165. 


DECISION MAKING IN INDUSTRIAL MARKETING 


number of combinations adding up to 7 or 
11 divided by that adding up to 2, 3, 4, 
. . » 12 is the probability of winning on 
the first throw. 

Instead of making these numerous com- 
putations, one can simply shoot craps a 
large number of times and look upon the 
relative number of wins as an estimate 
of the probability of winning on the first 
throw. In place of actually throwing live 
dice, a high-speed computer can be pro- 
grammed to simulate the game and play it 
a few hundred or thousand times. This 
later approach, which relies on a random 
process to simulate the occurrence of a 
particular phenomenon having a given 
probability of occurrence is referred to as 
the Monte Carlo method. High-speed 
computers have made the Monte Carlo 
method a powerful research tool for com- 
plicated probabilistic models. 


THREE RESEARCH TOOLS 


Three specific research tools will now 
be considered which hold great promise 
in helping to make industrial marketing 
decisions. 


1, Linear Programming 


Consider a company that operates a 
number of plants which, let us say, man- 
ufacture urea and which are located in 
different parts of the country. Manage- 
ment faces the problem of deciding how 
much to ship from each plant to each 
customer. The customers, mainly mixed- 
fertilizer manufacturers and feed mixers, 
are located in different parts of the coun- 
try. Freight is a major cost item. To de- 
cide upon an optimum transportation 
pattern is a very complex matter, since a 
change in one operating characteristic 
usually generates adjustments in numer- 
ous related dimensions. 

To trace and measure these adjustments 
and their cost impact by trial and error 
is virtually impossible. The problem is 
also complex because, at least in the short 
run, the plants have given capacities, raw 
materials are available in given amounts 
at given locations, and so are storage 
facilities and customer demands. Also, by 
and large, transportation facilities and 
freight rates are given. 
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A problem of this sort is readily 
modeled and placed within a linear-pro- 
gramming framework. Linear-program- 
ming models make it possible to specify the 
most profitable or least costly mode of op- 
erations for a variety of industrial mar- 
keting problems. Here are some of the 
types of problems to which this method 
can be applied: 

Given a set of limited resources, for ex- 
ample, plant capacity, transportation fa- 
cilities, labor, given a certain state of the 
arts, and given a set of prices, linear pro- 
gramming can help decide: 


1. How much should be shipped and sold 
to result in a maximum profit? 

2. From what plants should what quantities 
of products be shipped to what outlets 
so as to minimize shipping costs?4 

. What quantities of what ingredients 
(whether fertilizers, animal feeds, or gas- 
oline blending stocks) should be blended 
to meet specifications at minimum costs?5 


Linear-programming methods make it 
possible to express the various relation- 
ships and restrictions in mathematical 
form. The details are highly mathematical 
and of little direct concern to the indus- 
trial marketer. But they can be briefly 
stated, as placing data into matrix form, 
and making a series of algebraic manipu- 
lations. The latter is readily done on high- 
speed computers. 

Returning to the problem of the fer- 
tilizer manufacturer, once demand, plant 
capacities, transportation facilities, prices, 
and technology are given, the linear- 
programming model can select from an 
infinite number of possible solutions that 
shipment pattern which minimizes ex- 
pected transportation costs. Thus, if mini- 
mizing expected transportation costs is 


*For two excellent presentations of solutions to 
this problem, see: T. C. Koopmans, “Optimum 
Utilization of the Transportation System,” Eco- 
nometrica, Vol. 17, Suppl. (July, 1949), pp. 136-146, 
and M. M. Snodgrass and C. E. French, “Simplified 
Presentation of “Transportation-Problem Proce- 
dure’ in Linear Programming,” Journal of Farm 
Economics, Vol. 39 (February, 1957), pp. 40-51. 

* Detailed solutions can be found in R. F. Hut- 
ton and J. Allison, “A Linear Programming Model 
for Feed Formula Development Under Mill-Op- 
erating Conditions,” Journal of Farm Economics, 
Vol. 3g (February, 1957), pp. 94-111. 


the objective, high-speed computers can 
make the company’s transportation de- 
cisions. 

In case there are 8 shipment origins and 
100 destinations, the problem involves 
8 x 100 or 800 variables. A standard 
program for as many as 50 x 100 variates 
has been designed for high-speed com- 
puters. The solution of such a problem 
is fast and efficient. Thus for example, the 
solution of a problem with 18 x 34 or 612 
variables takes just about twenty minutes.® 

Linear programming was first developed 
by George B. Dantzig in 1947, and re- 
cently it has become possible to program 
certain problems with features of non- 
linearity. Furthermore, one of Dantzig’s 
colleagues, Richard Bellman, in 1956 ad- 
vanced a theory of dynamic programming, 
applicable to designing and implementing 
optimum inventory and stock control poli- 
cies.? No doubt, linear programming to- 
gether with dynamic programming can 
become powerful tools for industrial 
marketers. 


2. Empirical Demand Projections 


Another important problem area facing 
the industrial marketer is the short-term 
projection of demand. A number of 
empirical methods are available to aid 
in this task. 

Consider a firm’s short-run demand for 
cellophane. A model can be built that 
relates a company’s sales of cellophane to 
the various factors that can affect it, for 
example, cellophane price, health of 
cellophane-using industries, sales by other 
cellophane producers, sales of competing 
products. An alternative approach is to 
develop a model designed to estimate the 
industry demand function, and then 
divide the projected sales volume among 
the various industry members in line with 
past experience, capacity data, etc. 

’ Regardless of whether a firm or industry 
demand function is to be estimated, time- 
series data will usually be used. Multiple- 
correlation techniques and _ regression 


* Kurt Eisemann, “Linear Programming,” Quar- 
terly of Applied Mathematics, Vol. 8 (October, 
1955), PP. 231-232. 

"Richard Bellman, Dynamic Programming, The 
Rand Corporation Report R-295, 1956. 


techniques will help implement the 
model. The first tests the closeness with 
which the different phenomena co-vary, for 
instance, sales on the one hand, and prices 
and income on the other; the regression 
analysis measures the nature and extent of 
this relation, thus making projections 
possible.® 

The method is particularly useful if a 
lead-lag relation exists between an im- 
portant independent variable and the de- 
pendent variable. For example, today’s 
sales of roof shingles are highly correlated 
with residential construction permits 
issued, let us say three months ago. Intro- 
duction into the correlation and regres- 
sion analysis of such a lead factor can 
produce highly reliable results. 

This approach to demand projections 
has a number of shortcomings. The sub- 
jective elements of this approach are the 
selection of the relevant independent 
variables and the data, together with their 
projection into the future period for 
which the product’s demand is to be 
estimated. Since this model assumes stable 
relationships between variables over time, 
it perpetuates what may prove to be out- 
dated relationships. 


3. Input-Output Analysis 


An input-output model offers another 
approach to short-term demand projec- 
tion. It has the further advantage of mak- 
ing possible, at little additional effort, 
projections of supplies and discovery of 
bottlenecks and new business opportuni- 
ties. 

What are some of the main character- 
istics of an input-output table?® It is a sort 
of a “double-entry table,” not unlike a 
mileage table on a road map. Along its 


*As examples, see R. Stone and D. A. Rowe, 
“The Market Demand for Durable Goods,” Eco- 
nometrica, Vol. 25 (July, 1957), pp- 423-443, and 
W. Z. Hirsch, “A Survey of Price Elasticities,” Re- 
view of Economic Studies, Vol. 14, No. 48 (1950- 
51). Pp. 50-60. 

* For details, see, W. D. Evans and M. Hoffen- 
berg, “The Interindustry Relations Study for 
1947,” The Review of Economics and Statistics, 
Vol. 34 (May, 1952), pp. 97-142, and W. Z. Hirsch, 
Projecting Economic Activity and Population of 
the St. Louis Metropolitan Area: The Input-Out- 
put Approach (St. Louis: Metropolitan St. Louis 
Survey 1958), 49 pp- 
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left side are listed the separate industries 
of the economy, each industry occupying 
one row. Across the top of the table the 
same industries are repeated, with each at 
the head of a single column. Every cell in 
the table stands for either an input or an 
output. From the standpoint of its posi- 
tion in the column, the number in the cell 
represents the input to the industry whose 
mame appears at the top of the column. 
From the standpoint of its position in the 
row, it is the output specified at the left 
of the row. 

This table, then, divides the country’s 
economy into readily identifiable indus- © 
tries, through which goods and services 
flow, with the output of one industry con- 
stituting the input of a second industry. 
The various industries are grouped into 
two major classes according to whether 
their activities are autonomous or not, that 
is, whether they mainly act or react. 
Manufacturing, trade, and service indus- 
tries fall into the second category and 
constitute the processing sector. 

Government, households, gross-capital 
formation, and foreign trade—each is con- 
sidered an industry which acts independ- 
ently. Jointly these four industries consti- 
tute the final demand sector to the 
activities of which the members of the 
processing sector react. Since the relation- 
ships linking the various industries appear 
to be reasonably stable in the short-run, 
the impact of short-run final demand 
changes on any one industry can be pro- 
jected. 

These link relationships, often called 
technical coefficients, represent the per- 
centage of direct input required by a 
given industry from a given other in- 
dustry. The coefficients are readily ob- 
tained from the input-output table. For 
example, if the automobile industry pur- 
chases inputs valued at $20 billion, and of 
those $1.6 billion worth (8 per cent) come 
directly from the iron-and-steel industry, 
the particular technical coefficient is 0.08. 
Thus, a $1 billion increase in automobile 
production will require $80 million addi- 
tional steel. Actually, this is only the di- 
rect requirement and the total require- 
ment is much larger. Why? Because, in 
order to produce $1 billion’s worth of 
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additional cars, more generators, non- 
ferrous metal, tires, etc. will be needed. 
Each of these suppliers of the automobile 
industry will also require more steel and 
so will their suppliers. Their demand 
leads to an indirect steel requirement 
which can be as large as or even larger 
than the direct requirement. 

Statisticians have developed a _ con- 
venient method by which these direct and 
indirect requirements per dollar of final 
demand can be computed. This is done by 
deriving from the technical coefficients a 
so-called inverse matrix which contains 
the various direct and indirect require- 
ment coefficient. In more technical terms, 
the inverse matrix is a transposed inverse 
of the difference between an_ identity 
matrix and the technical coefficient 
matrix. Programs have been perfected 
which permit high-speed computers to 
make these computations efficiently and 
economically. 

How is the inverse matrix put to work? 
To project next year’s demand, the iron- 
and-steel industry, for instance, would 
estimate next year’s final demand, in- 
dustry by industry, and then multiply 
each of these estimates by the appropriate 
direct and indirect requirement coefhcient. 
The products add up to the iron-and-steel 
industry's projected demand. 

These computations will be demon- 
strated in relation to the St. Louis iron- 
and-steel industry with the help of por- 
tions of a regional input-output table. In 
Table 1 the St. Louis iron-and-steel in- 
dustry’s direct and indirect requirements 
per dollar of final demand are given. For 
example, a $1 final demand increase by 
the food-and-kindred-products industry 
generates a $o.005 direct and indirect re- 
quirement to be filled by the local iron- 
and-steel industry. The figure for motor 
vehicles is $0.032, while the area’s final 
demand of motor vehicles amounted in 
1955 to $387 millions. 

On the assumption that during the year 
the area’s technical coefficients will re- 
main unchanged, a $40 million decline in 
next year’s final demand from the motor- 
vehicles industry could amount to $0.032 
x $40,000,000 or $1.28 million decline in 
iron-and-steel demand. Making such com- 
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TABLE 1 


DIRECT AND INDIRECT ST. LOUIS IRON- 
AND-STEEL INDUSTRY REQUIREMENTS 
PER DOLLAR OF FINAL DEMAND, 1955* 


Food and Kindred Products 0.005002 
Textiles and Apparel 0.004014 
Lumber and Furniture 0.040109 
Paper and Allied Products 0.001578 
Printing and Publishing 0.004847 
Chemicals 0.006268 
Products of Petroleum and Coal 0.002605 
Leather and Leather Products 0.005039 
Iron and Steel 1.024627 
Nonferrous Metals 0.010945 
Pibg. and Htg. Sup., Fabr. Struct’l 

Metal Prod. 0.062657 
Machinery (Except Electrical) 0.039681 
Mtrs. and Gen'rs, Radios, Other 

Elect’! Machinery 0.022425 
Motor Vehicles 0.032398 
Other Transportation Equipment 0.029236 
Miscellaneous 0.048101 
Coal, Gas, Electric Power and Water 0.007170 
Railroad Transportation 0.008833 
Other Transportation 0.005576 
Trade 0.007575 
Communications 0.004679 
Finance, Insurance, Rentals 0.007692 
Business and Personal Services 0.008322 
Medical, Educational, Non-Prof. 

Organizations 0.007398 
Undistributed 0.019104 
Eating and Drinking Places 0.005705 
Cap. Construction and Maintenance 0.032485 
Houscholds 0.006121 
Local Government 0.011297 


y eee W. Z. Hirsch, same reference as footnote 9, 


putations for all sectors and adding up the 
end results gives a 1956 iron-and-steel de- 
mand projection for the area. 

Naturally every industry is interested in 
rather detailed forecasts. The input-out- 
put approach is quite flexible and, in 
theory, it would be possible to construct a 
table which has a column and row for 
almost every major product. In practice, 
such detail would make the implementa- 
tion of the model very difficult, and a 
compromise is needed. 

Individual companies face the problem 
of translating the industry demand pro- 
jections obtained from the input-output 
model into their own terms. This step 
must be based on careful industry studies 
which relate a company’s product, location, 
capacity, etc. to those of its competitors. 
This might be less difficult than appears 
at first glance. In industries in which style 
plays little or no role, companies’ market 
share changes relatively little from one 
year to the next. If differences arise, it is 
due mainly to location, capacity restric- 
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tions, technological changes, sales aggres- 
siveness, and labor-management relations. 

In addition to making possible short- 
term demand projections, input-output 
analysis sheds light also on the supply pic- 
ture. It is possible to project the amount 
of inputs that will be needed if a given 
industry's output goal is to be met. In 
addition, the model lends itself to the 
simulation of various final demand situa- 
tions. With their help, sensitivity tests can 
be made, that is, those industries to whose 
final demand change a given industry's 
“health” is especially sensitive can be pin- 
pointed. These, then, are the industries 
which deserve particularly careful watch- 
ing. 

Furthermore, input-output analysis can 
help to uncover “bottlenecks” and “new- 
business opportunities.” An example per- 
taining to the St. Louis steel industry 
illustrates the latter application. Output 
data relative to St. Louis steel mills 
pointed to a large output of tin plates. In- 
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put data of St. Louis manufacturers indi- 
cated that, in spite of the fact that trans- 
portation costs play a role, only a very 
small percentage of tin plates used locally 
were bought from local steel mills. A study 
of the can manufacturers’ tin plate re- 
quirements showed that, in order to re- 
duce waste, they had recently shifted to 
using wider plates. The local steel mills’ 
equipment was in no position to produce 
the required width. Once the mills real- 
ized that they were missing an oppor- 
tunity, one of them installed the equip 
ment needed to produce plates of the 
required width. 

Scientific decision making is still in an 
early stage of development. Yet, even to- 
day some methods are available which can 
assist the industrial marketer. There can 
be little doubt that the future will bring 
more and increasingly powerful statistical 
methods. This will require closer ties be- 
tween managerial ability and knowledge 
of statistical principles and techniques. 
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same? 


of these questions. 


HE consumer's perception of a specific 

brand depends upon its physical 
qualities, container, packaging, price, ad- 
vertising, promotion, and merchandising. 
And thus perception within any one 
product class may vary markedly, and 
from consumer to consumer. 

Selection of a brand of moth balls 
probably does not elicit the complex inter- 
play of forces operating in the purchase 
of a make of automobile or even a brand 
of cigarettes. For relatively expensive 
products the consumer might be expected 
to be concerned more with the choice of 
brands than for relatively inexpensive 
products. Yet, even when small expendi- 
tures are made, factors influencing brand 
selection can be so complex and subtle 
that the consumer may be unaware of 
their existence. 


THE STUDY 
Purpose 


The present study was an exploratory 


@ About the Author. Henry L. Munn is an Associate 
Professor of Marketing and Statistics in the Division 
of Business and Economics at San Fernando Valley 
State College. He was formerly associated with the 
Color Research Institute as Director of the Field Test 
Planning Committee and with the Chicago Board of 
Education. He is associated with Western Business 
Consultants, Inc., and has been Vice-President of the 
Phoenix Chapter of the American Marketing Asso- 
ciation. 

A graduate of De Paul University, Dr. Munn has 
an M.B.A. and a Ph.D. from the University of Chi- 
cago. Part of the research on which this article is 
based is from his doctoral dissertation. 


Brand Perception as Related to 
Age, Income, and Education 


e HENRY L. MUNN 


Are some brands seen by the consumer as really different from all 
other brands? And are there others which are seen as essentially the 


The author gives the principal results of an exploratory investigation 


The implications for marketing strategy are obvious. The crucial 
question, of course, is whether different consumers differ significantly 
in their perceptions of brands within specified product classes. 


investigation. It is not an analysis of the 
complex relationships between percep- 
tion, preference, and purchase.! 

This study concerns just two problems. 
First, is the perception of a brand within 
a product class dependent on consumer 
income, education, or age? For example, 
are Camel cigarettes perceived differently 
by different income levels? Second, is per- 
ception of differences between brands 
within a product class dependent on the 
income, education, or age of the con- 
sumer? For example, are differences be- 
tween Camels, Pall Malls, Viceroys, Parlia- 
ments, etc., considered by the consumer to 
be significant or negligible? Is perception 
of differences related to income, educa- 
tion, or age? 


Selection of Product Classes 


The product classes chosen 
certain easily distinguishable character- 
istics: 


1. The brands within the product class were 


* For examples of some of the work done in this 
area see: George H. Brown, “Measuring Consumer 
Attitudes Toward Products,” JOURNAL OF MARKET- 
inc, Vol. 14 (April, 1950), pp. 691-98; Seymour 
Banks, “The Relationship Between Preference and 
Purchase of Brands,” JOURNAL OF MARKETING, Vol. 
15 (October, 1950), pp. 145-157; Louis Cheskin and 
Louis B. Ward, “Indirect Approach to Market Re- 
action,” Harvard Business Review, Vol. 26 (Sep- 
tember, 1948), pp. 572-580; Ross M. Cunningham, 
“Brand Loyalty—What, Where, How Much?,” 


Harvard Business Review, Vol. 34 (January and 
February, 1956), pp. 116-128. 
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readily available to all members of the 
various social strata. 

. They were extensively advertised. 

. There were many price variations. 

. There were substantial variations in the 
frequency of purchase by most consum- 
ers 


. Consumer knowledge of the brands 
within the product classes were of a high 
level. For example, 87 per cent of the 
respondents in the pretest knew all the 
brands selected, and the other 13 per 
cent knew all but one brand. 

. No stigma was attached to the purchase 
of the product class. 


The following product classes were 
studied: 


Low-priced automobiles—Ford, Chevrolet, Stu- 
debaker Champion, Plymouth, Nash Ram- 
bler, and Hudson. 

Non-instant coffee—Maxwell House, Manor 
House, Stewart's, Thomas J. Webb, and 
Hills Brothers. 

Television sets—RCA, Motorola, Zenith, Gen- 
eral Electric, and Muntz. 

Cigarettes—Parliaments, L & M, Pall Mall, 
Viceroy, and Lucky Strike. 


Selection of Respondents 


Classification of the respondents by 
social class, stage-in-the-life-cycle, ecologi- 
cal area, and by ethnic origin was con- 
sidered but discarded for a multitude of 
reasons. It was decided to study variations 
in brand perception by income, age, and 
education, and to confine the interview to 
the female head of the household. These 
restrictions resulted in three major ad- 
vantages over the before-mentionced classi- 
fication methods: speed, low cost, and 
limited knowledge required of the popula- 
tion. 


Sample Design 


The study was confined to the Chicago 
Metropolitan Area. Selection of respon- 
dents was developed from the master-area 
probability sample of Market Facts, Inc. 

The sample plan used was an intensive 
sampling of high-income blocks, with less 
taken in the low-income and middle-in- 
come blocks. In comparing a difference in 
attitudes between income levels, the 
greater dissimilarity of incomes among 
the high-income blocks required a higher 
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sampling ratio than the middle-income 
and lower-income blocks, which are more 
homogeneous with regard to income. 

It was hoped that this method of dis- 
proportionate stratified sampling would 
deliver greater accuracy per dollar of ex- 
penditure than could be obtained by us- 
ing proportionate stratified sampling. 

Subsampling was at the rate of five to 
seven interviews per block. But no at- 
tempt was made to prelist the dwelling 
units. 

No substitutions were taken, and up to 
four call backs were made, largely in the 
high-income blocks. 

Out of 240 possible interviews, 196 (82 
per cent) were completed. 


Attitude Measurement 


Two kinds of information were sought 
from the consumer: factual information 
about the consumer himself, and attitudes 
toward brands in the product classes. 

Consumer’s attitudes toward brands 
were elicited by questions on attitudes 
toward quality of a brand relative to other 
brands in the same product class, and 
price of a brand relative to other brands 
in the same product class. 

The method of successive intervals was 
used, which permitted equal intervals of 
measurement. Thus, a change in a score 
from g to 11 in one person is similar to a 
change in attitude from 6 to 8 for another. 
Furthermore, a respondent not only can 
rank the brands, but can indicate the 
degree of feeling between brands. More- 
over, under this method, one or more 
brands may be placed in the same category 
which is not true under the paired-com- 
parison or ranked-order methods. 

In the interview, two boxes were used— 
12 inches long, 4 inches high, and 4 inches 
wide with removable tops. Each box had 
eleven slots cut at equal intervals in the 
top. Corresponding to these slots were 
eleven individual compartments under 
each slot. Opposite the top slot of one box 
were the words “Very Best,” and opposite 
the bottom slot appeared the word “Very 
Worst.” The second box was identical, ex- 
cept that the scale read from “Most Ex- 
pensive” at the top to “Least Expensive” 
at the bottom. 


| 
2 


Other than these words, .nere were no 
numbers or descriptive phrases for the re- 
spondent to see. The slots merely repre- 
sented a scale on the attitude continuum 
for brands within any one product class. 

The respondent was given chips. On 
each chip was the name of a brand within 
the product class to be rated. The respon- 
dent was instructed to drop each chip into 
the one slot best describing her rating or 
feeling toward the brand. She was told 
that she could drop more than one chip 
into each slot. The same procedure was 
followed until all brands in all product 
classes had been rated. 

To get some idea of judgment of price 
between brands of a product class, the 
person interviewed dropped another set of 
chips (corresponding to the first product 
class rated on quality) into the slots in the 
second box marked “Most Expensive” to 
“Least Expensive,” and so on, for the re- 
maining three product classes. 

No attempt was made to compare brand 
perception by occupation, marital status, 
type of occupancy, ownership, use, or 
knowledge levels. Pretesting had enabled 
preselection of only those product classes 
and brands where ownership or use and 
knowledge levels were extremely high. 

The question of consumer knowledge 
was included in the questionnaire only to 
see if those interviewed differed in brand 
knowledge from those in the pretest. They 
did not. 


THE CONSUMER'S PERCEPTION OF BRANDS 
Chi-Square Test 


To determine whether brand percep- 
tion is related to income, education, or 
age level of the consumer, chi-square tests 
of association between brand perception 
and demographic class (income, education, 
age) were made for each brand within 
each of the product classes. 

The chi-square test is computed on the 
assumption that there is really no rela- 
tionship, for example, between the in- 
come level of those interviewed and their 
rating of the quality or price of a specific 
brand, say Camels. If the computed value 
of chi-square is small, the absence of any 
significant relationship between income 
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level and the quality of Camels is accepted. 
The observed variations in the ratings by 
different income levels are said to be noth- 
ing more than random sampling varia- 
tions. 

In other words, high-income, middle- 
income, and low-income consumers per- 
ceive the quality of Camels pretty much 
the same. Income, therefore, is not signifi- 
cant. However, if the computed chi-square 
is quite large, so large that in only 5 or 
less times out of 100 surveys could the 
differences so observed occur, then there 
is a significant relationship between in- 
come level and the quality of the cigarette. 
This would mean that high-income, 
middle-income, and low-income consumers 
perceive the quality of Camels differently. 
Income, then, is said to be significant. 

If a difference is significant at the 5 per 
cent level, one can be g5 per cent con- 
fident that the difference is not due to 
random chance fluctuations. That is to 
say, if the same test were repeated many 
times over one could expect to reach 
correct conclusions g5 per cent of the time 
getting erroneous ones the other 5 per 
cent. At the 1 per cent level of signifi- 
cance, one can be 99 per cent confident 
that the observed difference is not due to 
chance. A probability level of 5 per cent 
or less is considered significant for this in- 
vestigation. 


Quality and Price 


The consumer’s perception of brand 
was divided into two areas: first, percep- 
tion of a brand's quality within a product 
class; second, perception of the price of 
the brand within the product class rela- 
tive to the other brands in the same 
product class. : 

With 196 consumers divided into six 
income categories and with an eleven- 
point rating scale, there was a total of six 
times eleven or sixty-six cells. If there were 
an equal number of observations among 
the sixty-six cells, this would allow for ap- 
proximately three observations per cell. 
However, many of the cells were in reality 
vacant and many had less than three ob- 
servations. 

One of the important assumptions of 
the chi-square test is that each cell should 
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contain at least five observations. The 
eleven-point brand rating scale and some 
of the demographic classes were consoli- 
dated for the analysis to get a minimum of 
five observations per cell. 

For the four product groups studied— 
automobiles, television sets, coffee, and 
cigarettes—sixty-three values of chi-square 
were calculated. Relatively few (eleven) 
were statistically significant at the 5 per 
cent level, and only one was significant at 
the 1 per cent level. For automobiles and 
cigarettes, there was virtually no evidence 
that perception of brand quality varies 
with income, age, or education. 

For television sets and coffee, significant 
values were somewhat higher, but still 
relatively low. Three of the five television 
brands and two of five brands of coffee 
showed significant differences in quality 
perception between income groups. One 
brand of coffee showed significant differ- 
ences for income, education, and age. 

As to price, of sixty-three chi-squares 
calculated, relatively few were significant. 
Television brands revealed no significant 
difference in price perception between in- 
come groups. One out of six brands of 
automobiles, one out of five brands of 
cigarettes, and two out of the five brands 
of coffee showed significant differences. 
The brand of coffee was again significant 
for both income and age. 

Under the hypothesis that no relation- 
ship exists between the income, age, and 
educational level of those interviewed and 
their rating of the quality or price of a 
specific brand, it is striking that so few 
significant values of chi-square turned up. 
However, it should be pointed out that 
the chi-squares as calculated were not in- 
dependent since the same individuals ap- 
peared repeatedly in the different classifi- 
cations. The reliability of the apparent 
lack of significance is not as convincing 
as if the individual chi-squares had been 
combined. A combination of the individ- 
ual chi-square values might have revealed 
greater significance by accentuating any 
trend or lack of trend in the data. Further- 
more, if the Ford brand perceptions, for 
example, are affected by (not independent) 
those for Chevrolet, Plymouth, etc., the 
resulting chi-squares have contained 
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within them (or are altered by) the extent 
of correlation between car brand percep- 
tions. However, it should be remembered 
that usually any set of data will show some 
nominal correlation, including Arizona 
sunshine and Los Angeles smog! 

To obtain some measure of the degree 
of relationship between brand perception 
and age, income, and education coeffi- 
cients of contingency were computed from 
each previously obtained chi-square. This 
is not a very reliable measure of relation- 
ship, but under the circumstances no bet- 
ter measure was available. 

The degree of relationship was found 
to be relatively low with the exception of 
the brand of coffee. While relatively few 
chi-squares were significant, the number 
was large enough to warrant exploration 
for systematic patterns among the corre- 
sponding coefficients of contingency. That 
is, the desire now was to determine which 
factor—the brands within a product class, 
or the demographic classification, or both 
—is most important in determining brand 
perception. 

Variance analysis is predicated on two 
assumptions, neither of which was met in 
this study. First, individual sample obser- 
vations should be independent of each 
other. Second, the variability of the sam- 
ple observations within each of the sixty- 
six cells should be approximately equal. 
This could hardly be the case in this 
study because of the tendency for the vari- 
ability of the three methods of classifica- 
tion to fluctuate in accordance with their 
means. For example, one could hardly ex- 
pect the means for age, income, and edu- 
cation to be identical or even close. 

Although the assumptions of analysis 
of variance were not fulfilled, still it 
seemed useful to carry through the analy- 
sis as a rough descriptive device to see if 
any “main effects” stood out. 

For automobiles and cigarettes, neither 
the brands nor consumer classification 
were significant in influencing quality 
perception. 

For brands of television sets, only demo- 
graphic breakdown was significant in de- 
termining quality perception. The brands 
themselves were not an influence. 

For coffee, both brands and demo- 
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graphic breakdown were significant in de- 
termining the consumer’s perception of 
quality. However, demographic factors 
were by far the most important, particu- 
larly income. 

An exploration was next made to deter- 
mine the influence of the brands and 
demographic breakdown (income, age, 
and education) upon the consumer’s per- 
ception of price. 

For automobiles, neither the makes nor 
demographic breakdown were significant 
in determining the consumer's perception 
of price. 

For cigarettes, the brands had little in- 
fluence on price perception. However, in- 
come and age, while not significant influ- 
ences, were far more important than 
education. 

For television sets, the brands were not 
significant in influencing price percep- 
tion. However, demographic breakdown 
was a significant influence largely due to 
the importance of income. 

For coffee, the reverse was true. Brands 
were significant, but not demographic 
breakdown. Despite the lack of signifi- 
cance of demographic breakdown, income 
again was substantially more important 
than either age or education as a factor 
in price perception. 


THE CONSUMER'S PERCEPTION OF 
BRAND DIFFERENCES 

The previous section was concerned 
with reactions of consumers to the same 
brand. The present section deals with dif- 
ferences between brands perceived by con- 
sumers. 

For each level of income, education, 
and age, chi-squares were calculated for 
the following cross-classifications: (1) 
quality perception and brand of television 
sets; (2) quality perception and make of 
automobile; (3) quality perception and 
brand of coffee; and (4) quality percep- 
tion and brand of cigarettes. Similar cross- 
classifications were calculated for price 
perception and selected brands of auto- 
mobiles, television sets, coffee, and cig- 
arettes. 

For the three consumer classifications 
analyzed (income, education, and age), 
fifty-two values of chi-square were calcu- 


lated. Of these, thirty-four were statis- 
tically significant, twenty-seven at the 1 
per cent level. 

Due to the relationship between in- 
come, age, and education, it might be ex- 
pected that the consumer’s perception of 
quality differences would be similar for 
certain levels of income, age, and educa- 
tion. This is largely because consumers ap- 
pear repeatedly in different categories. It 
is infrequent that a consumer will be both 
poor and well educated, or wealthy and 
illiterate. If it is found that consumers 
who have incomes under $2,000 per year 
perceive significant quality differences be- 
tween brands of cigarettes, then it should 
be possible to predict that consumers hav- 
ing less than eight years of formal school- 
ing would also perceive significant differ- 
ences. However, this predictability is not 
much in evidence even at the extreme 
levels of income, and is absent for the 
middle-income levels where predictability 
regarding the consumer's age and educa- 
tion is much less certain. 

With 65 per cent of the calculated chi- 
squares significant, it appears that con- 
sumers definitely perceive quality differ- 
ences between brands of certain product 
classes. 

For automobiles, the consumers (no 
matter how classified) perceived very 
large significant differences among the 
makes, as evidenced by all the chi-squares 
being significant at the 1 per cent level. 

For television sets, the same held true 
with the exception of one income level 
(under $2,000) which perceived no differ- 
ence among the brands. 

For coffee, three out of five income 
classes showed substantial differences be- 
tween the brands of coffee, in contrast to 
only one out of four for each of the edu- 
cational and age levels. 

For cigarettes, none of the income levels 
perceived significant quality differences 
between the brands. Only one educational 
level perceived any brand differences, but 
three out of four age levels perceived sig- 
nificant quality differences among the five 
brands of cigarettes. However, one edu- 
cational level (high-school graduates) and 
one age level (35-55-year olds) perceived 
significant quality differences among the 
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brands of all four product classes. 

Does the consumer’s perception of price 
differences among brands parallel her per- 
ception of quality differences? Of fifty-two 
calculated chi-squares, thirty answered the 
question in the affirmative, being signifi- 
cant at the 1 per cent level, with but one 
exception. 

For television sets, all consumer classi- 
fications were unanimous in perceiving 
substantial price differences among the 
brands, at the 1 per cent level. 

For cigarettes, four out of five income 
levels perceived substantial price differ- 
ences between the brands, the $2,000 to 
$3,999 level being the sole exception. 
Three out of four educational levels per- 
ceived no significant differences. High- 
school graduates were alone in perceiving 
significant price differences between the 
brands. Only the two lowest age levels 
perceived differences in prices between 
the brands, while the upper two (36-55 
and over 55) did not. 

For automobiles and cigarettes, percep- 
tion of price differences between brands 
of these two product classes was confined 
primarily to the upper-income and edu- 
cational levels. The youngest consumers 
(under 26) and the oldest (over 55) per- 
ceived no differences among makes of 
automobiles. Only the two upper age levels 
perceived price differences among brands 
of coffee, with the oldest group (over 55) 
being statistically significant at the 1 per 
cent level. 

The large number of significant chi- 
squares warranted an exploration to de- 
termine the relative importance of in- 
come, age, and education versus the 
combined four product groups on quality 
differences among the brands and price 
difjerences among the brands. 

As previously, the coefficients of con- 
tingency were calculated from the cor- 
responding chi-squares and used in the 
analysis of variance tests. The analysis 
revealed that income, age, and education 
were not significant in determining qual- 
ity differences among brands of each of 
the four product classes. The product 
classes, however, are tremendously impor- 
tant, being significant at the 1 per cent 
level. 
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The product classes are similarly sig- 
nificant in perception of price differences 
between the brands of the four product 
classes. However, income as well as the 
product classes are significant in the con- 
sumer’s perception of price differences. 
Both were significant at the 1 per cent 
level. 


SUMMARY 


Brand perception, for selected brands 
within four product classes chosen, seem 
largely independent of consumer socio- 
economic classification. There appears to 
be a similar brand rating regardless of in- 
come, education, or age of the consumer. 

It is less certain whether consumers of 
the same socio-economic classification per- 
ceive significant differences among brands 
in a product class. Significant quality dif- 
ferences are perceived between brands of 
automobiles and television sets; and to 
some degree this is true for coffee and 
cigarettes. But only for television sets do 
perceptions of price typically differ be- 
tween brands. For brands within other 
product classes, significant price differ- 
ences are perceived for only isolated levels 
of income, education, and age. 

Implications as to other product classes 
would have to be viewed with caution. 
Only two consumer durable goods were 
studied. Both were relatively high priced, 
and purchased relatively infrequently by 
most consumers. Only two consumer non- 
durables were studied, both purchased 
frequently, both relatively low priced, and 
both (for the most part) presold by the 
manufacturer through advertising. 

Certainly, however, similar studies of 
other product classes should prove valu- 
able. For example, it would be useful to 
see the effects on brand perception where 
brand-price variations among brands of a 
product class are large (for example, 
brands of lipstick, vitamins, aspirin), as 
compared with product classes where 
brand-price variations are minimal (for 
example, fresh milk, chewing gum, candy 
bars). It would also prove useful to study 
product classes where brand entry is in- 
frequent, such as razor blades, in contrast 
to washing powders, cereals, and tooth 
paste. 
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The Marketing Revolution 


e@ ROBERT J. KEITH 


Business today, the author maintains, is in the throes of a marketing 
revolution. This revolution is based on a change of philosophy, and one 
of its effects will be the emergence of marketing as the dominant func- 


ee consumer, not the company, is in 
the middle. 
In today’s economy the consumer, the 
man or woman who buys the product, is 
at the absolute dead center of the business 
universe. Companies revolve around the 
customer, not the other way around. 
Growing acceptance of this consumer 
concept has had, and will have, far-reach- 
ing implications for business, achieving a 
virtual revolution in economic thinking. 
As the concept gains ever greater accept- 
ance, marketing is emerging as the most 
important single function in business. 


A REVOLUTION IN SCIENCE 

A very apt analogy can be drawn with 
another revolution, one that goes back to 
the sixteenth century. At that time as- 
tronomers had great difficulty predicting 
the movements of the heavenly bodies. 
Their charts and computations and celes- 
tial calendars enabled them to estimate 
the approximate positions of the planets 
on any given date. But their calculations 
were never exact—there was always a vari- 
ance. 

Then a Polish scientist named Nicolaus 
Copernicus proposed a very simple an- 
swer to the problem. If, he proposed, we 
assume that the sun, and not the earth, is 
at the center of our system, and that the 
earth moves around the sun instead of the 
sun moving around the earth, all our cal- 
culations will prove correct. 


© About the Author. Robert J. Keith is Executive 
Vice President, consumer products area, and a Di- 
rector of The Pillsbury Company. He joined Pillsbury 
in 1935. 

He is responsible for the grocery-products divi- 
sion and the refrigerated-products division. His in- 
fluence has been invaluable in achieving the com- 
pany's present consumer orientation. 


tion in American business. 


The Pole’s idea raised a storm of con- 
troversy. The earth, everyone knew, was 
at the center of the universe. But another 
scientist named Galileo put the theory to 
test—and it worked. The result was a 
complete upheaval in scientific and philo- 
sophic thought. The effects of Copernicus’ 
revolutionary idea are still being felt 
today. 


A REVOLUTION IN MARKETING 

In much the same way American busi- 
ness in general—and Pillsbury in particu- 
lar—is undergoing a revolution of its own 
today: a marketing revolution. 

This revolution stems from the same 
idea stated in the opening sentence of this 
article. No longer is the company at the 
center of the business universe. Today 
the customer is at the center. 

Our attention has shifted from prob- 
lems of production to problems of mar- 
keting, from the product we can make to 
the product the consumer wants us to 
make, from the company itself to the 
market place. 

The marketing revolution has only be- 
gun. It is reasonable to expect that its 
implications will grow in the years to 
come, and that lingering effects will be 
felt a century, or more than one century, 
from today. 

So far the theory has only been ad- 
vanced, tested, and generally proved cor- 
rect. As more and more businessmen 
grasp the concept, and put it to work, our 
economy will become more truly market- 
ing oriented. 


PILLSBURY'S PATTERN: FOUR ERAS 
Here is the way the marketing revolu- 
tion came about at Pillsbury. The experi- 
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ence of this company has followed a 
typical pattern. There has been nothing 
unique, and each step in the evolution of 
the marketing concept has been taken in 
a way that is more meaningful because 
the steps are, in fact, typical. 

Today in our company the marketing 
concept finds expression in the simple 
statement, “Nothing happens at Pillsbury 
until a sale is made.” This statement rep- 
resents basic reorientation on the part of 
our management. For, not too many years 
ago, the ordering of functions in our busi- 
ness placed finance first, production sec- 
ond, and sales last. 

How did we arrive at our present point 
of view? Pillsbury’s progress in the mar- 
keting revolution divides neatly into four 
separate eras—eras which parallel rather 
closely the classic pattern of development 
in the marketing revolution. 


Ist ERA—PRODUCTION ORIENTED 


First came the era of manufacturing. It 
began with the formation of the company 
in 1869 and continued into the 1930s. It 
is significant that the idea for the forma- 
tion of our company came from the avail- 
ability of high-quality wheat and the 
proximity of water power—and not from 
the availability and proximity of growing 
major market areas, or the demand for 
better, less expensive, more convenient 
flour products. 

Of course, these elements were poten- 
tially present. But the two major elements 
which fused in the mind of Charles A. 
Pillsbury and prompted him to invest his 
modest capital in a flour mill were, on the 
one hand, wheat, and, on the other hand, 
water power. His principal concern was 
with production, not marketing. 

His thought and judgment were typical 
of the business thinking of his day. And 
such thinking was adequate and proper 
for the times. 

Our company philosophy in this era 
might have been stated this way: “We are 
professional flour millers. Blessed with a 
supply of the finest North American 
wheat, plenty of water power, and excel- 
lent milling machinery, we produce flour 
of the highest quality. Our basic function 
is to mill high-quality flour, and of course 
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(and almost incidentally) we must hire 
salesmen to sell it, just as we hire account- 
ants to keep our books.” 

The young company’s first new product 
reveals an interesting example of the 
thinking of this era. The product was 
middlings, the bran left over after milling. 
Millfeed, as the product came to be 
known, proved a valuable product be- 
cause it was an excellent nutrient for 
cattle. But the impetus to launch the new 
product came not from a consideration of 
the nutritional needs of cattle or a mar- 
keting analysis. It came primarily from 
the desire to dispose of a by-product! The 
new product decision was production ori- 
ented, not marketing oriented. 


2nd ERA—SALES ORIENTED 


In the 1930s Pillsbury moved into its 
second era of development as a marketing 
company. This was the era of sales. For 
the first time we began to be highly con- 
scious of the consumer, her wants, and her 
prejudices, as a key factor in the business 
equation. We established a commercial 
research department to provide us with 
facts about the market. 

We also became more aware of the im- 
portance of our dealers, the wholesale and 
retail grocers who provided a vital link 
in our chain of distribution from the mill 
to the home. Knowing that consumers and 
dealers as well were vital to the company’s 
success, we could no longer simply mark 
them down as unknowns in our figuring. 
With this realization, we took the first 
step along the road to becoming a market- 
ing company. 

Pillsbury’s thinking in this second era 
could be summed up like this: “We are a 
flour-milling company, manufacturing a 
number of products for the consumer mar- 
ket. We must have a first-rate sales organi- 
zation which can dispose of all the prod- 
ucts we can make at a favorable price. We 
must back up this sales force with con- 
sumer advertising and market intelli- 
gence. We want our salesmen and our 
dealers to have all the tools they need for 
moving the output of our plants to the 
consumer.” 

Still not a marketing philosophy, but 
we were getting closer. 


THE MARKETING REVOLUTION 


3rd ERA—MARKETING ORIENTED 


It was at the start of the present decade 
that Pillsbury entered the marketing era. 
The amazing growth of our consumer 
business as the result of introducing bak- 
ing mixes provided the immediate im- 
petus. But the groundwork had been laid 
by key men who developed our sales con- 
cepts in the middle forties. 

With the new cake mixes, products of 
our research program, ringing up sales on 
the cash register, and with the realization 
that research and production could pro- 
duce literally hundreds of new and differ- 
ent products, we faced for the first time 
the necessity for selecting the best new 
products. We needed a set of criteria for 
selecting the kind of products we would 
manufacture. We needed an organization 
to establish and maintain these criteria, 
and for attaining maximum sale of the 
products we did select. 

We needed, in fact, to build into our 
company a new management function 
which would direct and control all the 
other corporate functions from procure- 
ment to production to advertising to 
sales. This function was marketing. Our 
solution was to establish the present mar- 
keting department. 

This department developed the criteria 
which we would use in determining which 
products to market. And these criteria 
were, and are, nothing more nor less than 
those of the consumer herself. We moved 
the mountain out to find out what Ma- 
homet, and Mrs. Mahomet, wanted. The 
company’s purpose was no longer to mill 
flour, nor to manufacture a wide variety 
of products, but to satisfy the needs and 
desires, both actual and potential, of our 
customers. 

If we were to restate our philosophy 
during the past decade as simply as possi- 
ble, it would read: “We make and sell 
products for consumers.” 

The business universe, we realized, did 
not have room at the center for Pillsbury 
or any other company or groups of com- 
panies. It was already occupied by the 
customers. 

This is the concept at the core of the 
marketing revolution. How did we put 
it to work for Pillsbury? 


The Brand-Manager Concept 


The first move was to transform our 
small advertising department into a mar- 
keting department. The move involved 
far more than changing the name on 
organizational charts. It required the in- 
troduction of a new, and vitally impor- 
tant, organizational concept—the brand- 
manager concept. 

The brand-manager idea is the very 
backbone of marketing at Pillsbury. The 
man who bears the title, brand manager, 
has total accountability for results. He 
directs the marketing of his product as if 
it were his own business. Production does 
its job, and finance keeps the profit fig- 
ures. Otherwise, the brand manager has 
total responsibility for marketing his 
product. This responsibility encompasses 
pricing, commercial research, competitive 
activity, home service and publicity co- 
ordination, legal details, budgets, adver- 
tising plans, sales promotion, and execu- 
tion of plans. The brand manager must 
think first, last, and always of his sales 
target, the consumer. 

Marketing permeates the entire organi- 
zation. Marketing plans and executes the 
sale—all the way from the inception of the 
product idea, through its development 
and distribution, to the customer pur- 
chase. Marketing beg‘ns and ends with the 
consumer. New product ideas are con- 
ceived after careful study of her wants and 
needs, her likes and dislikes. Then mar- 
keting takes the idea and marshals all the 
forces of the corporation to translate the 
idea into product and the product into 
sales. 

In the early days of the company, con- 
sumer orientation did not seem so impor- 
tant. The company made flour, and flour 
was a staple—no one would question the 
availability of a market. Today we must 
determine whether the American house- 
wife will buy lemon pudding cake in 
preference to orange angel food. The vari- 
ables in the equation have multiplied, 
just as the number of products on the 
grocers’ shelves have multiplied from a 
hundred or so into many thousands. 

When we first began operating under 
this new marketing concept, we encoun- 
tered the problems which always accom- 
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pany any major reorientation. Our people 
were young and frankly immature in some 
areas of business; but they were men 
possessed of an idea and they fought for 
it. The idea was almost too powerful. The 
marketing concept proved its worth in 
sales, but it upset many of the internal 
balances of the corporation. Marketing- 
oriented decisions resulted in peaks and 
valleys in production, schedules, labor, 
and inventories. But the system worked. It 
worked better and better as maverick mar- 
keting men became motivated toward ton- 
nage and profit. 


4th ERA—MARKETING CONTROL 

Today marketing is coming into its 
own. Pillsbury stands on the brink of its 
fourth major era in the marketing revolu- 
tion. 

Basically, the philosophy of this fourth 
era can be summarized this way: “We are 
moving from a company which has the 
marketing concept to a marketing com- 
pany.” 

Marketing today sets company operat- 
ing policy short-term. It will come to 
influence long-range policy more and 
more. Where today consumer research, 
technical research, procurement, produc- 
tion, advertising, and sales swing into 
action under the broad canopy established 
by marketing, tomorrow capital and fi- 
nancial planning, ten-year volume and 
profit goals will also come under the 
aegis of marketing. More than any other 
function, marketing must be tied to top 
management. 

Today our marketing people know 
more about inventories than anyone in 
top management. Tomorrow's marketing 
man must know capital financing and the 
implications of marketing planning on 
long-range profit forecasting. 

Today technical research receives al- 
most all of its guidance and direction 
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from marketing. Tomorrow marketing 
will assume a more creative function in 
the advertising area, both in terms of 
ideas and media selection. 


Changes in the Future 


The marketing revolution has only be- 
gun. There are still those who resist its 
basic idea, just as there are always those 
who will resist change in business, govern- 
ment, or any other form of human insti- 
tution. 

As the marketing revolution gains mo- 
mentum, there will be more changes. The 
concept of the customer at the center will 
remain valid; but business must adjust to 
ihe shifting tastes and likes and desires 
and needs which have always character- 
ized the American consumer. 

For many years the geographical center 
of the United States lay in a small Kansas 
town. Then a new state, Alaska, came 
along, and the center shifted to the north 
and west. Hawaii was admitted to the 
Union and the geographical mid-point 
took another jump to the west. In very 
much the same way, modern business 
must anticipate the restless shifting of 
buying attitudes, as customer preferences 
move north, south, east, or west from a 
liquid center. There is nothing static 
about the marketing revolution, and that 
is part of its fascination. The old order 
has changed, yielding place to the new— 
but the new order will have its quota of 
changes, too. 

At Pillsbury, as our fourth era pro- 
gresses, marketing will become the basic 
motivating force for the entire corpora- 
tion. Soon it will be true that every activ- 
ity of the corporation—from finance to 
sales to production—is aimed at satisfying 
the needs and desires of the consumer. 
When that stage of development is 


reached, the marketing revolution will be 
complete. 


: 
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possible improvement. 


HE classifications included in the Cen- 
ae of Business, Retail Trade include 
some 1,721,000 diverse, complex, and 
highly competitive establishments gen- 
erating an annual sales volume in excess 
of $200 billion. Compared with other 
fields of endeavor, retail distribution can 
be further characterized by comparative 
“ease of entry,” high failure rates, and 
predominantly small size of most of its 
establishments. 

Unfortunately the Bureau of Census clas- 
sifications underemphasize specific trading 
areas while far too much emphasis is 
placed on artificial geographical and po- 
litical divisions. Yet in no other segment 
of the economy are trading areas of such 
vital importance. They determine the ease 
and extent of customer accessibility, a 
basic prerequisite for successful operation. 


@ About the Author. Robert D. Entenberg is Profes- 
sor of Retailing of the Graduate School of Retailing, 
University of Pittsburgh. He was formerly Chairman 
of the Retailing Department of the University of 
Geergia, and has wide experience as a business ex- 
ecutive, speaker, and consultant. He received his 
M.B.A. from Washington University in St. Louis, and 
his Ph.D. from the Department of Business Organiza- 
tion of The Ohio State University where he also 
taught. 

In June, the CED announced that Professor Enten- 
berg's essay won a $500 award in their open compe- 
tition on “Problems in American Economic Develop- 
ment." He has authored numerous articles on market 
analysis and management, shopping centers, and fore- 
casting. His book The Changing Competitive Posi- 
tion of Department Stores in the United States by 
Merchandise Lines (University of Pittsburgh Press, 
1957) is now in its second printing. 


Suggested Changes in Census 
Classifications of Retail Trade 


e@ ROBERT D. ENTENBERG 


The field of retail distribution is so complex and 
method used to compile and class its statistics should 


amic that any 
reviewed for 


The purpose of this article is to review analytically the present retail- 
trade classifications, and to suggest changes that would improve the 
usefulness of the data. The changes suggested probably would result in 
more pertinent criteria for improving retail efficiency and productivity. 


Among the many Retail Trade classi- 
fications are those of total sales—volume 
size by geographical and political subdi- 
visions, kind-of-business, legal form of 
organization, number of paid employees, 
etc. The resulting data offer varying de- 
grees of usefulness for scientific analysis 
and application. In effect, these data form 
the basic marketing tools used in de- 
termining the relative efficiency, produc- 
tivity, and sales trends of the many di- 
verse forms of enterprise making up the 
retail structure. 

But far greater degrees of usefulness 
would result were the various types of 
retail establishments pinpointed and clas- 
sified by specific trading areas such as Cen- 
tral or Secondary business districts; neigh- 
borhood or “string-street” locations; 
planned or unplanned regional, sectional, 
or local shopping centers. The introduc- 
tion of these kinds of data by the Bureau 
of Census would provide far better evalu- 
ative criteria than now exist. 


PRESENT RETAIL-STORE CLASSIFICATIONS 

Present retail census data are compiled 
on an “establishment” basis and grouped 
into categories classified according to pre- 
determined structure characteristics. 


Kind-of-Business 

The “kind-of-business” grouping of 
stores is based on general-commodity 
group sales by merchandise lines. The ex- 
tent and relative importance of the spe- 
cific lines carried and sold cannot be eval- 
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uated very accurately because of the wide 
overlapping of similar merchandise classi- 
fications handled by separate intra-store 
departments and groupings. However, the 
“kind-of-business” classification does point 
out in broad general terms the type of 
information available in census data, and 
this information is basic to any projected 
conceptual changes in the collection of 
the data. 


Ownership Classes 

This grouping should be expanded to 
include subclassifications of “affiliated” as 
well as “non-affiliated” independent stores. 
Such an expansion would refer to whether 
the independent store worked co-opera- 
tively in promotion, merchandising, and 
operation through the sponsorship of 
manufacturers, wholesalers, or through 
“joint” efforts with other retailers. This 
change would be of particular significance 
to many consumer-goods manufacturers 
and distributors—especially those in gro- 
cery, automotive, accessory, variety, and 
drug businesses. 


Sales-Volume Size 

Retail establishments are grouped ac- 
cording to comparative sales size and by 
geographical areas. Basic trends concern- 
ing market concentrations, competitive 
conditions, and general types of consump- 
tion expenditures made can be determined 
from this grouping. 


Classifications by Functions Performed 

The value of the grouping by functions 
performed becomes a useful analytical 
tool when the relative operating costs of 
stores handling similar merchandise and 
offering similar services can be compared. 
If this grouping could be further subdi- 
vided according to type of shopping lo- 
cale, its usefulness would be considerably 
enhanced. 


Extent and Nature of Merchandise Lines 
Handled 


The extent and nature of the product 
lines handled are greatly influenced by 
the size of trading areas, degree of pop- 
ulation concentration, and the location 
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of stores within the trading area. Selected 
“kind-of-business” groupings—such as food 
stores, general merchandise stores, and 
drug stores—are combined according to 
the nature and extent of the lines handled 
—into general stores, single-line stores, 
specialty stores, departmentalized specialty 
stores, department stores, variety stores, 
etc. 

The shortcoming of these groupings is 
that the same or similar lines, as well as 
the varieties and assortments offered, are 
not carried by all stores within each group. 
No clear lines of demarcation exist; and 
broad-line classifications of merchandise 
offerings invariably involve extensive de- 
grees of “value-judgment” interpretations. 

Because the number of retail establish- 
ments carrying complementary or supple- 
mentary commodity lines is likely to in- 
crease rather than to decrease, the analyt- 
ical usefulness of such classifications tends 
to be limited. 


Classification by Location 

Present criteria are set up for classifica- 
tions according to size of geographical and 
political subdivisions without regard to 
“natural” or “planned” shopping areas. 
This imposes severe limitations on the 
usefulness of this grouping. 

The encompassing trading area of large 
concentrations of population represents 
only a “first approximation” for scientific 
market analysis. There are so many differ- 
ent types of “shopping” and “buying” 
areas within “Standard Metropolitan 
Areas” that determination of markets is 
too often the result of educated guesswork. 
Purchase motivations, services, functions 
performed, types of goods offered, prices 
charged, and the extent of lines carried 
are almost completely interrelated with 
specific shopping-area location. Census 
data compiled according to geographical 
and political subdivisions leave much to 
be desired. 


Further Froblems 

Lack of any specific trading-area iden- 
tity is much more acute when marketing 
analysis is needed with reference to “shop- 


ping” goods and “specialty” goods. On 


the other hand, marketing analysis of 
widely distributed “convenience” goods is 
less dependent on correlations to particu- 
lar types of shopping locales. 

Again, the field of retailing is so dy- 
namic and complex that data which would 
furnish optimum market measures will 
probably always represent broad generali- 
zations and compromises. 

Another widely used generalization that 
tends to be applied too broadly is the term 
“credit.” “Credit” in itself is incomplete 
for purposes of setting up standards of 
comparison for this type of sales transac- 
tion. A credit sale may involve a 30-day 
charge account; a “revolving,” “delayed,” 
a “straight” installment sale; a combina- 
tion of any of these; or still other types of 
deferred payment plans. Every type of 
credit offered has a direct bearing on size 
of store, frequency of purchase, amount 
of sale, price lines, clientele, functions per- 
formed, capital needed, and nature and 
extent of the lines handled. The economic 
groups residing in an establishment's trad- 
ing area represent another important de- 
terminant of the type and the extent of 
credit offered. 


Changes Indicated 

A valid workable basis for a practical 
classification of retail establishments can 
be developed with the present “kind-of- 
business” groupings as a base. To be 
entirely comprehensive, the suggested 
changes and expansions should also in- 
clude present groupings in terms of 
significant and contiguous population seg- 
ments. Such segments could then be fur- 
ther subdivided into various trading-area 
classifications as detailed below. Each 
trading area, district, or center, in turn, 
would have a “kind-of-business” classifica- 
tion by size (as pointed out above), with 
further subdivisions by ownership status 
and by the kind of services offered. 

In this manner, Census data enumerat- 
ing similar types of stores with like vol- 
umes in similar trading areas, in similar 
types of shopping centers, handling sim- 
ilar lines, and offering similar groups of 
services would provide much more scien- 
tific bases for meaningful comparisons 
and analyses. 


SUGGESTED CHANGES IN CENSUS CLASSIFICATIONS OF RETAIL TRADE 


41 


SUGGESTED REVISIONS 
Accordingly, the following expansions 
and additions to present Census classifica- 
tions are suggested: 


Group I—Consisting of four broad divi- 
sions: 


This group would include, as a first 
step, the listing of establishments by 
sales, according to kind-of-business clas- 
sification and according to specific shop- 
ping-district locations by area segments 
as shown below. Suggested shopping- 
district classifications and subdivisions 
are listed and defined under Group II. 


(a) The 184 largest cities. 

(b) Cities of 25,000 inhabitants or more, 
exclusive of those included with 

(c) Cities of 10,000 to 24,999. 

(d) Rural areas under 2,500 to cities 
with population up to 9,999. 


Regarding Group I-a, a total of 178 
cities were listed as “Standard Metropoli- 
tan Areas” in 1954. These metropolitan 
centers included 56.5 per cent of the 
country’s total population, and accounted 
for almost $110 billion (approximately 
64.7 per cent) of all retail-store sales. A 
“standard metropolitan area” has been 
defined by the Bureau of the Census as 
consisting of counties containing a city 
of 50,000 or more population as a basic 
framework. 


Group II—Consisting of five locational 
subdivisions: 


This group would represent the first 
subdivision for each category of Group I. 
The initial grouping would be by 
geographical area. A second regroup- 
ing could then be carried out according 
to comparable shopping district loca- 
tions, irrespective of geographical areas. 
This would form a cohesive central core 
of like retail units in similar external 
settings as follows: 


(a) Central business districts—This 
would include the sections within 
a town or city where all or mostly 
all communications, streets, and 
transportation converge, and where 
the principal shopping and spe- 
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cialty goods stores are concentrated. 
Their radii would be determined by 
population concentrations. Ex- 
tremely large cities are quite likely 
to have more than one such dis- 
trict, while smaller cities, especially 
those adjacent to or contiguous 
with larger cities, may not have 
such a “district.” 

(b) Regional shopping centers—These 
would consist of “planned” centers 
that may have as many as 100 re- 
tail units, consisting of shopping, 
specialty, and convenience stores of 
all kinds. Such regional centers usu- 
ally have a minimum total area 
of approximately forty acres and 
parking provisions for more than 
4,000 Cars. 

Sectional, suburban, and intra-city 
secondary shopping locations— 
These would include any sections 
where important segments of a 
town’s or city’s communications 
and transportation facilities em- 
anate in conjunction with close 
proximity to extensive residential 
areas. Both “controlled” and “spo- 
radic” secondary shopping districts 
would be in this category; this 
would include planned centers of 
approximately thirty-five to fifty 
stores on the order of the regional 
centers in II-b, but on smaller 
scales. 

Neighborhood “string streets” and 
“convenience” centers—These areas 
generally consist of contiguous “con- 
venience” goods stores with only 
minimum differences between them 
(food, drug, bakery, etc.). Such store 
groups are generally developed 
along main traffic arteries. “Planned” 
shopping plazas of six to twelve 
convenience stores would be in- 
cluded in this subdivision. 

Small clusters and scattered stores— 
These would include all types, sizes, 
and varieties of establishments not 
classified elsewhere. 


In the case of Group II-c, a “controlled” 
shopping-center classification would indi- 
cate those centers sponsored by private or 


collective efforts, and so planned that all 
developments benefit both the surround- 
ing community and itself. A “sporadic” 
classification would be one where stores 
have evolved naturally into a full-blown 
secondary shopping district or section in 
response to locational needs. 
“House-to-house” sales could be enu- 
merated properly only if an established 
sales office is maintained. Where “selling 
effort” areas are undefined, location of 
main offices would be the determining 
factor of locational area. Mail-order sales 
which are solicited and processed through 
identifiable local offices would be con- 
sidered as having originated in that “es- 
tablishment.” Mail-order and vending 
machines are also grouped in a “non- 
store” category in the present Census. All 
such sales would be more realistically 
grouped if included with total sales of the 
originating retail establishments. 


Group II1I—By kind-of-business, ownership 
classes, co-operative affiliations, and serv- 
ice function type 

(A) INDEPENDENTS 

(1) Non-affiliated—(By kind-of-busi- 
ness) 

(1a) Full service (where 50 per 
cent or more of total sales 
are made on a full-service 
basis—includes credit and 
delivery). 

(ib) Limited service (where 50 
per cent or more of total 
sales are made on a sim- 
plified, self-selection, self- 
service, and/or cash-and- 
carry basis). 

(2) Affiliated (By kind-of-business 
as 1-a or 1-b) for co-operative 
efforts through: 

(2a) Manufacturer-sponsored 
voluntary chains 

(2b) Wholesale-sponsored vol- 
untary chains 

(2c) Ownership-group activities 

(2d) Joint buying, merchandis- 
ing, etc., with other re- 
tailers 

(B) Multi-units—(By kind-of-business as 

1-a or 1-b above) 

(1) Chains 

(2) Ownership groups 


(3) Independents with three or 
more satellite branches 

(C) Utility, government, and consumer- 
operated stores (including perma- 
nently leased stalls in public or 
farmers’ markets) 


FINAL RECOMMENDATIONS 
Unquestionably retail distribution will 
remain largely a local and personal type 
of business. And smaller stores will con- 
tinue to represent a major portion of the 
retail structure both in numbers and sales 
volume. Census classifications should con- 
tinue to reflect such characteristics. 

Unfortunately, however, the smaller re- 
tail organizations are generally not in any 
position to develop their own evaluative 
criteria to improve their operating per- 
formance. More often than not, these 
smaller firms are the ones that need 
“guiding” data the most. 

On the other hand, the larger retail or- 
ganizations which can afford to channel 
funds into scientific research either fail 
to do so or merely make “token” explora- 
tions in this direction. 

Because price lines, merchandise offer- 
ings, and operating procedures are deter- 
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mined in a great measure by external 
economic settings as well as entrepreneur- 
ial direction, store policies must be flex- 
ibly set and quickly responsive to the 
changing requirements of these settings. 
The suggested groupings above not 
only would indicate policy changes 
when needed, but would also provide 
more valid and pertinent standards of in- 
stitutional comparisons. 

Far more meaningful standards result 
when the basic data consist of statistical 
groupings of similar kinds of stores do- 
ing the same approximate volume, lo- 
cated in similar types of shopping centers, 
offering the same types of services, and 
having the same type of competitive ad- 
vantages due to similar kinds of group 
affiliations. On the other hand, only lim- 
ited usefulness can be derived from com- 
parisons of similar stores located in com- 
pletely different types of shopping centers 
with varying degrees of other competitive 
differences. 

If the final stage in the distributive 
process is to achieve greater efficiency, 
more useful and greater applications of 
statistical compilations of the Bureau of 
Census must be developed. 


One of the basic lessons in marketing is the fact that not all goods 
move classically from manufacturer to wholesaler to retailer. In some 
way or other almost every possible type of relationship occurs from the 
time the item leaves the original producer until it reaches the ultimate 
consumer. Unknown and unsung are the agents and brokers of distri- 
bution who take over the function of selling a product without taking 
title, or, in most cases, having anything to do with the packing, shipping 


and warehousing of goods. 


It is interesting to note that in the case cited neither the agent nor 
the client gave any consideration to reducing the commission rate once 
the product had been through the rather expensive introductory stage 
and had reached a replacement sale position. Rather than change the 
rate, which was clearly called for in the case as reported, both chose to 
part company and each go his separate path even though an excellent 
working relationship had been established. The rigidity of a commission 
rate is a phenomenon found repeatedly in all phases of marketing. 


—Richard Austin Smith 
“gg Lives of Charles Soames” 
Fortune magazine, Vol. 47 

(January, 1953), p. 100. 
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HARPER 
Books in the field of Marketing 


DAVID W. EWING (Editor) 
EFFECTIVE MARKETING ACTION 


Thirty-nine leading executives and teachers of business ad- 
ministration show how dynamic concepts of marketing can 
be put into actual company operation $6.00 


MARK H. WISEMAN 
THE NEW ANATOMY OF ADVERTISING 


A well-known advertising man and author outlines a program 
of applying scientific method to advertising problems—by crea- 
tive engineering, creative interpretation, and testing. $5.95 


JAMES C. WORTHY 


BIG BUSINESS AND FREE MEN 


A Vice President of Sears, Roebuck and Company makes an 
incisive statement of management's opportunity and responsi- 
bility to stimulate individual freedom to progress. $4.00 


ELBRUN ROCHFORD FRENCH (Editor) 
THE COPYWRITER’S GUIDE 


Thirty top advertising professionals provide the kind of advice 
the copywriter needs to handle effectively the varied demands 
of his job. $11.95 


ARTHUR BELLAIRE 


TV ADVERTISING: A Handbook of Modern 
Practice 


Anchored in the practical experience of an expert, this book 
spells out how the medium functions today and the reasons 
behind its methods, giving explicit directions on how to create 
television advertising. $6.50 


Harper & Brothers, 49 East 33d St., N. Y. 16 
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markets. 


Europe. 


wo significant recent events in Europe 

—the move toward currency converti- 
bility and the inauguration of the Com- 
mon Market offer both a challenge and 
an opportunity for American business- 
men. For the last decade the world has 
been marked by a struggle between the 
free economies led by the United States 
and the totalitarian nations championed 
by Russia. But now, on the economic 
front at least, this division is being al- 
tered as the concept gains in popularity 
of free nations grouping together to stim- 
ulate mutual trade. 

The devastation and confusion in Eu- 
rope as a result of World War II created 
economic and political upheavals and left 
the Continent divided into a series of eco- 


© About the Authors. Stanley V. Malcuit is a staff 
economist with the Aluminum Company of America. 
He received his A.B. from Wittenberg College in 
1943, his M.Litt. from the University of Pittsburgh in 
1957, and is currently working on his doctorate de- 
gree. He has written more than fifty trade-journal 
articles on various phases of the aluminum industry 
and is the author of an educational monograph en- 
titled The Aluminum Industry (Bellman, 1946). 

Reuben E. Slesinger, Professor of Economics at the 
University of Pittsburgh, received his B.S., M.A. and 
Ph.D. degrees from that school in 1936, 1938, and 
1940 respectively. He has had numerous articles 
published in professional and business journals and is 
co-author with F. R. Fairchild and N. S. Buck of 
Principles of Economics (Macmillan, 1954), with A. 
Isaacs and C. W. McKee of Readings in Modern 
Economics (Dryden, 1951), and with A. Isaacs of 
Business and Government (University of Pittsburgh, 
1958). 


European Markets and 
American Business 


e@ STANLEY V. MALCUIT and REUBEN E. SLESINGER 


More and more illustrations are coming into focus that demonstrate 
the increasing efficiency of foreign producers compared with American 
manufacturers. Indeed, foreign competition has become a real threat 
to the economic and marketing supremacy of American firms in world 


To meet this challenge, growing numbers of American enterprisers 
are seeking direct overseas investments. This article throws some light 
on the possibilities and economic opportunities of such investments in 


nomically weak nations. Through its vari- 
ous aid and assistance programs the 
United States was instrumental in gen- 
erating economic reconstruction in most 
of the free nations of Europe. Soon it 
became apparent that some type of eco- 
nomic union on the Continent would be 
essential if these nations were to raise 
their production goals significantly. To- 
day six of the nations that are members 
of the Organization for European Eco- 
nomic Cooperation (OEEC) are linked 
together in the European Economic Com- 
munity (EEC), better known as the Com- 
mon Market. These nations have for- 
mulated a comprehensive, co-ordinated 
economic plan set forth in detail in the 
1957 Treaty of Rome, to be achieved over 
a period of twelve to fifteen years and 
including in the field of international 
trade a program to remove all tariff bar- 
riers between each other and to establish 
one common external tariff. 

Another group of nations, consisting of 
the eleven remaining OEEC countries not 
in the Common Market, had been dis- 
cussing the formation of a so-called Free 
Trade Area (FTA), the idea of which was 
developed by England in 1956. This Free 
Trade Area almost became a reality near 
the close of 1958. It differed from the 
Common Market in that the FTA coun- 
tries along with the Common Market na- 
tions (all being members of OEEC) gradu- 
ally would rid themselves of their internal 
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tariffs, but would be free to set their own 
tarifis on imports from other countries 
outside the FTA and Common Market 
bloc. 

The breakdown of negotiations be- 
tween the FTA nations and the Common 
Market countries resulted from a number 
of intertwined differences encompassing 
economic, social, and political issues. 
However, in an effort to keep the door 
open for some form of closer economic 
affiliation with other Western European 
countries, the Common Market nations 
agreed to extend the benefits of the Janu- 
ary 1, 1959, cut of 10 per cent in tariffs 
to all OEEC and GATT (General Agree- 
ment on Tariffs and Trade) nations, in- 
cluding the United States. It was also 
agreed to extend the 20 per cent increase 
in import quotas to the other eleven mem- 
bers of OEEC. As such, today the FTA 
idea is somewhat dormant. 

In view of the inability of the original 
Free Trade Area to get moving, a more 
recent scheme has been advocated by Brit- 
ain and Sweden. This plan would group 
seven instead of eleven nations into a 
new bloc, known informally as the “Little 
Free Trade Area” or “The Outer Seven.” 
The proposed “draft plan” received tenta- 
tive approval at a Ministerial Conference 
held in July, 1959, at Stockholm. The 
seven nations are the United Kingdom, 
Sweden, Portugal, Austria, Denmark, 
Switzerland, and Norway. 

This “Little FTA” plan represents an- 
other attempt on the part of the nations 
outside the Common Market to be pre- 
pared in the event of full-scale economic 
warfare on the Continent. If the Common 
Market nations carry out all their long- 
range proposals, it easily might mean that 
“outside” nations could suffer real trade 
disadvantages. Hence, this scheme has 
been proposed since the larger eleven- 
nation Free Trade Area did not material- 
ize. 

The modified plan calls for a 20 per 
cent tariff reduction by mid-1g60 among 
the seven member nations. This would 
place those countries on a proportionate 
level with the Common Market nations, 
which cut tariffs 10 per cent in January, 
1959, and with similar cuts as of the first 


January 1960 


of 1960. There is much speculation, how- 
ever, that some sort of a co-operative 
scheine will be established between the 
Common Market countries and this pro- 
posed seven nation “free trade area” be- 
fore it actually is born as a second bloc. 
The pace of economic movement has 
been stepped up considerably in Europe. 
Currency convertibility has been adopted 
by most of the free nations. This action, 
as well as the freeing of international 
trade from many tariffs and other restric- 
tions, has serious economic import for 
American businessmen conducting inter- 
national trade. At the same time indus- 
trial activity has increased as more and 
more capital equipment is becoming 
available. In fact, the economic structure 
of many European nations is undergoing 
important changes. It is becoming in- 
creasingly clear that these economic 
changes will force American exporters to 
become more price conscious and cost 
conscious. Although in the long run this 
should inure to the benefit of world eco- 
nomics, in the immediate instance serious 
problems and dislocations may result. 


TRENDS AND FACTORS IN 
EUROPEAN ECONOMIC GROWTH 

In 1957 and 1958 Europe experienced 
business conditions much like those of the 
United States. By the middle of 1957 a 
reduced rate of economic growth was in 
evidence. In Europe, as in the United 
States, late 1957 and much of 1958 were 
recessionary periods. 

Again, as in the United States, signs of 
recovery manifested themselves in the lat- 
ter part of 1958 and carried themselves 
into 1959. Care must be exercised, of 
course, in comparing foreign and Ameri- 
can economic experiences. To begin with, 
data are not always comparable. Further- 
more, the economic starting bases are so 
far apart in many cases that relative rates 
of growth give misleading pictures in 
comparison to actual absolute figures. 

By any fairly comparable measure, how- 
ever, economic growth in Europe in 
recent years has demonstrated an extra- 
ordinarily high rate, as shown in the 
January, 1959, Report for the Joint Eco- 
nomic Committee on Conferences in 
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Western Europe. During the decade 1948- 
1957, for example, the annual rate of 
growth of gross national product for all 
OEEC countries was 5.3 per cent, while 
for the United States it was 3.7 per cent. 
On a per capita GNP basis, the compara- 
ble percentages were 4.3 and 2.0. Simi- 
larly, the growth of industrial production 
for the OEEC countries has been more 
rapid than for the United States during 
the same period—7.4 per cent annually 
against 3.6 per cent. 


Reasons for Rapidity of Growth 


There are several reasons why the rate 
of growth in Europe may be expected to 
continue to outpace that of the United 
States for a number of years. One reason 
may be found in the lower levels of con- 
sumer enjoyments in most of the Euro- 
pean countries and the pent-up desires 
for numerous consumer durable goods 
like automobiles and appliances. Another 
reason is the accelerating force of modern 
technology, which enables a lagging econ- 
omy to bypass years of development of a 
more mature nation. In this way, Ger- 
many rapidly caught up with Great Brit- 
ain in the years before World War I, and 
today Russia is closing the gap on the 
United States. Especially important is the 
current rapid advance of technology in all 
the EEC nations. 

A third reason for Europe’s rapid 
growth is its present high rate of capital 
investment. Europe is devoting a larger 
proportion of its output than the United 
States to industrial investment, which 
is the chief means of increasing both fu- 
ture production and capital productivity 
as well as output per man hour. According 
to the previously cited Joint Economic 
Committee report, the real gross domestic 
fixed capital formation in OEEC coun- 
tries during the four years 1954-57 was 
18.3 per cent of their real gross national 
product, compared to 16.4 per cent in the 
United States. In Germany, Italy, and the 
Netherlands, for example, gross fixed in- 
vestment during this same period ac- 
counted for more than one-fifth of total 
output. 
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OEEC Estimates of Capital Outlays 


Early in 1957 the Organization for Eu- 
ropean Economic Cooperation made the 
following estimates of the capital outlays 
of its seventeen member countries for the 
five-year period 1955-1960: 

1. Investment in energy sources will rise 

nearly one-third. 

2. Investment in public works (roads, 
schools) will increase at least 50 per cent. 

g- Investment in transportation facilities 
will rise 30 per cent. 

4. Investment in services (stores, garages, 
hotels, motels, and the like) will increase 
25 per cent. 

5- Investment in manufacturing facilities 
will rise at least 20 per cent. Steel ca- 
pacity is slated to rise 40 per cent, and 
growing industries such as chemicals and 
automobiles also will require heavy capi- 
tal outlays. 

6. Replacement demand for new housing, 
considered a consumer investment item, 
is great. The level of new housing starts 
rose to 1.74 million units in Europe in 
1955 and is expected to reach two million 
units in 1960. In 1958 approximately 1.2 
million units were started in the United 
States. 


The OEEC estimates that between 1955 
and 1960 its member countries in Europe 
will register a 25 per cent increase in in- 
dustrial production and a 17 per cent 
increase in gross national product. 


Expected Decline in Growth Rate 


However, the economic growth rate of 
most European countries during the five- 
year period 1955-1960 and for some years 
beyond is expected to be at a slower rate 
than prevailed during the period 1950- 
1955, when real GNP on a per capita basis 
increased more than 27 per cent in the 
six Common Market countries compared 
to about half that in the United States. 

For one thing, the labor force should 
increase more slowly because of demo- 
graphic and social reasons, such as shorter 
working hours. The growth of the popu- 
lation of working age (16-64 years for men 
and 16-59 years for women) can be ex- 
pected to fall behind the growth of the 
total population, except in France, Italy, 
and the Netherlands. European popula- 
tions in general are aging. 
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Another factor slowing growth is that 
available labor resources are now more in- 
tensively used than they were during 
1950-1955, so that the reduction of unem- 
ployment cannot contribute much to the 
rise of production. The number of work- 
ing hours available to manufacturing in- 
dustry will not greatly increase in coun- 
tries such as Germany, Belgium, and 
Luxembourg; and this will help to push 
up wage costs in those countries. 

A third factor slowing growth will be a 
decline in the exceptional rates of pro- 
ductivity increases achieved in some coun- 
tries from 1950 to 1955. This period rep- 
resented a recovery phase of growth, and 
future productivity increases hardly can 
be expected to be maintained at so high 
a level. 

A number of Europe’s leading econo- 
mists are more bullish than the OEEC 
about the growth rate of member coun- 
tries. These economists believe that in the 
ig60s GNP will climb even faster as the 
programs of the Common Market and 
perhaps other proposed free trading areas 


begin to take hold. They believe that by 
1970 the GNP of the seventeen countries 
will approximate $400 billion, roughly 
the same as the United States in 1955. 
This might be somewhat overly optimis- 
tic. 


Desire for Durables 


Mention was made earlier that the de- 
sire for consumer durables would serve as 
a strong stimulant for future growth in 
Europe. Consumption of hard goods has 
been growing at a rate surpassed only in 
the United States during the early 1920s. 

One of the principal factors responsible 
for this growing consumption of durable 
goods is the trend toward redistribution 
of personal income along American lines. 
A striking shift from property income to 
labor income has been occurring in Eu- 
rope, with more and more personal in- 
come being accounted for by the middle- 
income and lower-income groups, and less 
and less by the higher-income groups. In 
recent years, the general existence of more 
nearly full employment, which automati- 
cally raised the average income of the 
lower groups, has enabled labor to shift 


from low-paying agriculture to higher- 
paying industries, and also has brought 
more married women into the labor force. 

In addition, European countries have 
been imposing more steeply “progressive” 
taxes on high incomes, while increasing 
social security and similar benefits for 
people with lower incomes. The effect has 
been to put increasing amounts of money 
into the hands of the lower-income and 
middle-income groups who are finding it 
possible to purchase more and more du- 
rable items. 

In 1955, consumers in the United States 
spent $29.1 billion on durables, compared 
to $7.9 billion in the six Common Market 
countries. According to OEEC estimates, 
total sales of consumer durables in mem- 
ber countries will be 31.5 per cent higher 
in 1960 than in 1955. For example, in 
1955 there were 14 million automobiles 
on the roads in Europe, and 7.5 million 
more are expected to be added by some- 
time in 1960. Automobile production in- 
creased from 1.1 million in 1950 to 2.8 
million in 1957, and by 1965 may reach 
5 million, which is in excess of American 
domestic production in 1958. 

Despite the rapid progress that has been 
made in sales of consumer durables, how- 
ever, consumption standards still are low 
in Europe. For example, data published 
in the United Nations’ Statistical Year- 
book 1958 indicate that, even in the Com- 
mon Market countries, for every 100 peo- 
ple there are only 5.3 automobiles (32.7 
in U.S.), 1.9 television sets (27.5 in U.S.), 
and 8.1 telephones (37.2 in U.S.). Obvi- 
ously these European countries still have 
a long way to go in consumption of dura- 
ble goods, and markets for such products 
hardly have been tapped. 

Durables themselves constitute a pow- 
erful economic force. Growth of passen- 
ger-automobile ownership, for example, 
easily could change much of the face of 
Europe. It will intensify highway pro- 
grams, quicken the suburbanization of 
cities, and boost oil, rubber, and service 
industries. Also, as previously mentioned, 
these developments will come faster in 
Europe than they did in the United 
States. The self-service store, for example, 
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is spreading faster in Europe than it did 
when first introduced in this country. 


Productivity As Key to Prosperity 

The growing ability to buy durable 
goods also is proving to be a force in the 
rise of productivity. For the first time in 
history, Europeans are aware that dura- 
bles are within their grasp. To earn the 
purchasing power te procure them, they 
are willing to work hard and to change 
jobs. This new attitude is bringing about 
a major change in the old, highly strati- 
fied social structure, which was largely 
made up of people whose attitudes re- 
flected the general belief that they could 
do little to improve their own level of 
living. 

The key to Europe’s prosperity is, of 
course, continued increase in productivity. 
At the present time, productivity in Eu- 
rope is roughly only 40 per cent that of 
the United States, although in many in- 
dustries the discrepancy is much less. Be- 
tween 1950 and 1955, European produc- 
tivity per man hour increased at an 
average rate of 4 per cent per year, com- 
pared to the long-term U.S. average of 3 
per cent. 

Even though the European rate is ex- 
pected to decline somewhat, the important 
point is that it has at last been showing 
considerable improvement. With the high 
rate of investment in Europe, there is 
every expectation that significant produc- 
tivity gains will continue to be made in 
the future. 


ESTIMATES OF PROJECTED GROWTH 


Although it is difficult to measure or 
compare with any degree of accuracy the 
standards of living in different countries, 
the comparative gain in living standards 
between the United States and Common 
Market countries at least can be meas- 
ured partially or be indexed by the differ- 
ence in the expected growth rates of 
population and GNP. From 1955, to 1970 
it is expected that the gross national prod- 
uct of the U.S. will increase at a rate 
about double the rate of increase in popu- 
lation. For the six EEC countries, their 


combined GNP should increase approxi- 
mately seven to eight times as fast as their 
population. It appears reasonable to con- 
clude that these European countries, even 
though they have a long way to go to 
catch up with the United States, will im- 
prove greatly their standard of living in 
the years ahead. 

Although population and GNP are sig- 
nificant indicators for measuring eco- 
nomic progress, a growing population by 
itself is not necessarily an advantage, as 
indicated by the experiences of India and 
China. If accompanied by high rates of 
investment and productivity, a rising 
population usually is beneficial to eco- 
nomic growth. Total population of the 
Common Market nations in 1955 was 
about 97 per cent of the total U.S. popula- 
tion. With the rate of growth in these 
countries less than that of the United 
States, by 1975 the population ratio 
should drop to about 84 per cent of the 
American figure. 

So far as GNP is concerned, the 1955 
product of the Common Market nations 
was only about one-third that of the 
United States. By 1970, this should rise 
to about 50 per cent. 


CONCLUSIONS 


That the changing nature of markets 
has affected the way of thinking of many 
American enterprises is clearly indicated 
by the degree of interest demonstrated in 
the study and analysis of foreign markets 
and marketing practices. Many firms al- 
ready have indicated plans to meet foreign 
competitive cost situations by locating 
plants directly in overseas areas. Each 
day, new marriages between American 
companies and foreign associates are an- 
nounced. 

There is no doubt that many marketing 
opportunities offer themselves as chal- 
lenges in European markets, especially as 
the concept of economic groupings and 
unions becomes more popular. Unless 
American business firms seize these op- 
portunities, they will experience competi- 
tive disadvantages and will lose out in the 
free nations of Europe in the years ahead. 
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Vivid ADVERTISING: 


Modern Mass Communication in Marketing 
Realistic C. A. KIRKPATRICK, University of North Carolina 


Written for students in schools of business administration, for 
an d liberal arts students, for students of journalism 


Considers the role of advertising in the economy as well as in 
Already the operation of a single firm 


“ Solidly based on lasting principles, but with attention to current 
Widely techniques 

Discusses the nature of advertising, its social and economic 
U. sed aspects, marketing research, seller identification methods, media, 


construction of advertisements, advertising programs, manage- 
ment’s view of advertising 


Two hundred black and white illustrations, and a special 8-page, 
4-color insert which shows the importance of color in effective 
advertising 


An unusually helpful and complete Instructor’s Manual is avail- 
able without charge to those using the text. 


638 pages March, 1959 $7.25 


Houghton Mifflin in Company - Boston 


New York 16 Atlanta 5 Dallas 1 Palo Alto 
New York Georgia erg Texas California 


The Popular Second Edition . . . 


SALESMANSHIP: 


HELPING PROSPECTS BUY 
By C. A. 


Here is a textbook designed as an effective teaching tool in salesmanship courses. 
Opinions of sales executives, excerpts from sales manuals, and illustrations from 
company training materials integrate the practical with the academic. 


SALESMANSHIP, Second Edition, develops selling as a profession. It trains for 
the type of selling that will be profitable for both the salesman and his company. 
It also emphasizes the importance of customer satisfaction that will mean repeat 
business. 


Thirty-six short cases add variety to the course and give material for analysis 
and discussion. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Busi and Ec ic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 
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Effective Marketing of Jewelry 


EWELRY is a generic term which em- 

braces a wide range of products—from 
a modest bauble selling for a few dollars 
all the way to one-of-a-kind creations in 
dazzling precious stones that retail in the 
five-figure bracket. There are as many as 
fifty different kinds of merchandise that 
may be classified as jewelry, or at least as 
products generally sold in jewelry stores, 
with a gross retail sales value of about 
$1.5 billion dollars annually. 

This fact dramatizes the fundamental 
difference between marketing of jewelry 
and of any homogeneous commodity. 
Watches, diamonds, rings, pearls, china, 
glass, silver, gold jewelry, costume jewelry 
—all these are part of the jewelry spec- 
trum and yet they differ enormously in 
their respective price lines, customer ap- 
peals, and marketing techniques. 

To draw the line between what are 
necessities and luxuries is often difficult. 
Is a watch, for instance, a necessity or a 
luxury? 

Broadly speaking, jewelry manufactur- 
ers aim at three traditional markets: 
Christmas gifts; wedding gifts; and year- 
around gifts. The major efforts of the in- 


@ About the Author. An author, editor, and attorney, 
Morton R. Sarett has to his credit numerous articles 
in various fields, as well as awards for his radio and 
television scripts. He is also the co-author of The 
Communist Trail In America, published by Macmillan. 

He is a member of the New York Bar and former 
practitioner. During World War II he was chief en- 
forcement attorney for the Office of Price Administra- 
tion for the Industrial Matérials and Industrial Manu- 
facturing Divisions, Region II. 

Mr. Sarett is now the editor of Notional Jeweler, 
a trade publication with the largest circulation in 
the jewelry industry. ; 


@ MORTON R. SARETT 


The jewelry business is vulnerable because of the image of jewelry 
as a luxury. And the jewelry industry must constantly be on the alert to 
meet competitive threats to its traditional supremacy in the gift markets. 

Since jewelry of one kind or another plays some role in the life of 
nearly all of us, the potential market is enormous. However, the author 
points out that constant changes in the style of modern life have tre- 
mendous repercussions on the jewelry industry. 


dustry are directed to selling sentiment 
and romance within every gift. 


CHRISTMAS-GIFT MARKET 


The Christmas-gift market accounts for 
nearly half the jewelry annual volume, 
and in recent years the jewelry industry 
has intensified its Christmas-promotion ef- 
forts. In 1955, “Operation Cherub” was 
designed by the Jewelry Industry Council 
to convince potential customers that jew- 
elry is the gift that says it “with love.” In 
1956 and again in 1957 this program was 
repeated, buttressed by heavy advertising 
in national magazines. 


BRIDAL MARKET 


Second largest is the bridal market. 
While all the world loves a bride, no one 
regards her with greater interest than 
jewelers. 

The jeweler is most likely to be the 
very first merchant to deal with a be- 
trothed couple. He meets the pair under 
the most favorable circumstances, and 
their buying needs are at their highest 
peak. 

In addition to the purchase of the en- 
gagement ring, there are the immediate 
requirements of the wedding itself, the 
gifts to be exchanged between bride and 
bridegroom, the “mementos” for ushers 
and bridesmaids, the home furnishings, 
and still many more gifts that friends and 
families will lavish upon the young, 
couple. 

It has been estimated that the average 
bridal sale in a jewelry store is around 
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$400.1 In many instances, of course, the 
total amount may be many times this 
much, often thousands of dollars. 

With one-and-a-half million weddings 
every year, advertising and promotion are 
heavily concentrated on wooing and win- 
ning the pre-marriage female. An esti- 
mated half of all first brides are in their 
teens, and the median age for engage- 
ments is about 17. Long before she has 
even a vague idea of who her matrimonial 
partner might be, the pre-bride girl is 
“courted” vigorously by jewelry manu- 
facturers. She is invited to take part in 
table-setting contests, to give her pattern 
preferences in flatware and dinnerware, 
and to express her opinions on the form 
and design of various jewelry products. 

Population trends and marriage rates 
are constantly scrutinized, simply as ba- 
rometers of the general size and buying 
potential of “marriageables,” the basic 
reservoir of the jewelry industry. 

The fact that births and marriages are 
often an effect rather than a cause of the 
economic climate makes it difficult to lay 
too much stress upon this aspect of mar- 
keting. Highly sensitive to the fears and 
hopes of consumers en masse, the mar- 
riage rate almost “nosedives” at the first 
flurry of recession fears, then darts up 
quickly when confidence returns. 

But not even the size of the marriage 
market can be any guarantee of jewelry 
prosperity nor any assurance that any 
particular company or companies will 
share in the total volume in any pre- 
scribed ratio. More marriages do not auto- 
matically augur greater total jewelry sales, 
since much of the potential increase may 
be negated by lack of intensive promo- 
tion, changes in consumer tastes and buy- 
ing habits, or sluggish marketing tech- 
niques. 

Although competitive industries covet 
the bridal market and would capture it 
if they could, tradition still plays a dom- 
inant role in favor of the jewelry industry. 
In this age of casual living, however, there 
are many pressures to relax the rigidity 
of our social customs, and this can affect 
future sales of jewelry. 

The changing mores of the times have 


1 Wall Street Journal, August 15, 1958, page 1. 
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been translated into greater informality 
everywhere. There also has been a curious 
reversal of fashion-and-style leadership in 
our society, the young now setting many 
of the trends. Teenagers today make many 
of their own buying decisions. They do 
not respond to the “percolating-down” 
marketing methods under which Judy 
O'Grady was expected to want (and buy) 
the sterling silver that the Colonel's lady 


had, or the jewelry that grandmother 
wore. 


GIFT MARKET 


The gift market evolved from the very 
fact that the jeweler was the main sales- 
man to brides and brides-to-be. It was in- 
evitable that the high point of marriage 
would demand the finest, most lasting, 
and most memorable mementos. Conse- 
quently, the prestige of the jeweler car- 
ried over to the products he distributed to 
bridal markets. From this, it was but a 
step to establishing himself as “Gift Head- 
quarters.” 

With jewelry recognized as the gift 
synonym for significant occasions, this 
distinction used to be easy to maintain. 
But what has occurred since the end of 
World War II is that the gift market has 
undergone an evolution which has grown 
almost into a “revolution.” In place of 
the prescribed occasions that once de- 
manded substantial gifts—and the jew- 
eler’s name inside the box gives any gift 
an added value—our modern social habits 
have multiplied gift-giving and gift-ex- 
changing considerably. The result is that 
the gift market is volatile and much di- 
luted, rather than the concentrated, jew- 
elry-dominated area it once was. 

With a strong assist from the sprawling 
suburbs, increased opportunities for so- 
cial intercourse have made gifts a form of 
communal Esperanto. Gifts are the uni- 
versal language of the day, ambassadors 
of good will, used the entire year around. 
Instead of being limited to births, anni- 
versaries, graduations, weddings, Christ- 
mas, and a few other occasions, gifts now 
serve to mend ruffled feelings, pay off 
open hospitality accounts, say “Thank 
you,” “You're welcome,” and other phrases 
in between. 
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EFFECTIVE MARKETING OF JEWELRY 


This is the gift-for-a-gift era, making it 
imperative for each to match the gift re- 
ceived on a particular happening with 
one of suitable and comparable value at 
the next reciprocal opportunity. 

In this atmosphere of social bookkeep- 
ing, it is little wonder that gifts have lost 
their former rigidity and are now a cur- 
rency for community acceptance. To show 
how far this has penetrated, take a look 
at how business firms have climbed 
aboard the gift bandwagon, bestowing 
gifts with meticulous care to equate 
thanks for favors, past, present, or, hope- 
fully, future. According to a poll of busi- 
ness-gift giving for Christmas of 1957, 81.3 
per cent of the corporations reporting 
said that they use gifts of some sort, and 
spent an average of $5,604.? 

A guess at the potential of the entire 
gift market may be arrived at from the 
following estimates, representing the num- 
ber of gifts that might be purchased by a 
socially active family of four—father, 
mother, and two teen-age children—in the 
course of a single year: 

Number 
Occasion of Gifts 


Birthdays 10 
Births 

Weddings 
Anniversaries 
Mother’s Day 
Father's Day 
Valentine’s Day 
Engagement showers 
Bachelor parties 
Graduations 
Get-Well 

Armed forces 
Business contacts 
Hospitality 
Housewarmings 
Bereavements 
Miscellaneous 


Total 


This list does not include Christmas, 
Easter, or any religious functions or oc- 
casions. With over fifty million household 
units in the United States, the gross num- 
ber of gifts could be well over two billion 
per year. 


THE QUESTION OF MOTIVES 


“Will this gift wipe out my social ob- 
ligation and maintain my status?” is the 


* Sales Management, September 10, 1958, page 19. 


question that today’s gift buyer poses to 
himself while pondering whether or not to 
make a particular selection. As a conse- 
quence, scores of industries have packaged 
their wares specifically for the gift giver. 
Normally the name of a well-known brand 
and its advertised price are added selling 
advantages, since the donor wants it 
clearly understood by the donee that the 
former is ready, willing, and, able to buy 
the particular gift. 

The motivations in jewelry purchases 
for gifts are usually deeper. Selections may 
be made on the basis of maximum senti- 
mental values and of timeless treasures. 
While jewelry gifts do not always compete 
with the social-obligation variety, manu- 
facturers of jewelry are well aware of the 
competition of the latter. 

Surveys in the watch industry have 
shown that of all wrist watches in use to- 
day, about two out of three were received 
as gifts. Among women, the proportion is 
higher, nearly four out of five, and, for 
teenagers, over nine out of ten. 

Also, the lower the price of the watch, 
the greater is the number of self-pur- 
chases. In other words, people seem to ex- 
pect to receive high-priced watches as 
gifts, rather than to buy them themselves. 
According to a survey made by the Elgin 
National Watch Company, fully 75 per 
cent of those who received gift watches 
reported that they had nothing to do 
with selecting them.® 

Should the jewelry manufacturer, there- 
fore, concentrate on the gift market per 
se, or should he direct his sales efforts to- 
wards the self-purchase one? It is a con- 
tinuing challenge to create products that 
have equal appeal to both groups. The 
recipient of a gift appraises it differently 
than does an individual who buys the 
same item for his own use. 

The drawback to the gift market is the 
tendency to create postponement of self- 
purchasing. On the other hand, a gift 
item carries an added luster that in and 
of itself stimulates more buying. The 
“giveaways” on television are based on 
the premise that, if a product is good 
enough to be given away on a national, 


*Elgin National Watch Company survey, Oc- 
tober, 1957, by Crossley, S-D Surveys, Inc. 
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top-talented program, it is desirable surely 
to be owned by the viewers themselves. 

Overriding these considerations is the 
struggle between formality and _ infor- 
mality in today’s living patterns. On this 
account, many things once known as lux- 
uries are now regarded as necessities, and 
vice versa. For example, television sets 
emerged from the luxury class and quickly 
became necessities, while various forms of 
handicraft products have undergone the 
opposite transformations. 

Jewelry, however, still carries the luxury 
aura, regardless of use, price, need, or 
function. This situation has been aggra- 
vated considerably by Congress through 
imposition of excise taxes upon the ma- 
jority of jewelry-store products. This has 
had the effect of channeling public de- 
mand into nontaxed items for gifts, a 
circumstance that operates to the detri- 
ment of the jewelry industry and the re- 
tail jeweler. 

In this casual age of jeans, slacks, and 
outdoor dining, it is little wonder that the 
jewelry industry finds its marketing path 
difficult to traverse. Sales of sterling-silver 
flatware, for instance, slipped sharply in 
recent years, largely as a result of the 
trend away from formal living. This is 
also true of fine china, another victim 
of the barbecue-pit craze. 

The problem of the jewelry industry is 
to keep its products in focus, equidistant 
from the pomp and ceremony of the car- 
riage-trade days and also from those who 
would drink champagne out of paper 
cups. This calls for the creation of mer- 
chandise that is truly modern, yet has the 
emotional appeals for which jewelry has 
been known throughout the centuries. 

Brand names do not play the same role 
in the jewelry industry as in other fields. 
Except for watches and tableware, and to 
a limited extent watch attachments, na- 


tionally known brands are uncommon in 
the jewelry field. The average consumer 
has little knowledge of brand names. 

This situation stems from the long tra- 
ditions of the industry under which jew- 
elry is purchased from jewelers whose 
prestige, confidence, and integrity are part 
of each transaction. The jeweler must sell 
himself first, then his products. 

Price competition, especially from dis- 
count houses and other cut-rate outlets, 
has been most severe in the case of 
watches, least for diamonds. 


MARKETING PROBLEMS 


The marketing of jewelry requires a 
recognition of several factors: 


1. The Christmas-gift market is the corner- 
stone of the jewelry business. It accounts 
for over 40 per cent of total volume. 

. The bridal market, because of religion 
and tradition, is still a strong part of the 
jewelry market. In addition, it is the 
springboard to important subsidiary 
sales. 

. The gift market demands continuous ef- 
forts to maintain a modern approach. 
Careful observation must be made of the 
nature and extent of modern gift occa- 
sions, desires of donors and donees, and 
changes in social customs and attitudes. 

. Brand names occupy a relatively weak 
position in the jewelry industry as a 
whole. It is, therefore, essential to co- 
operate with the retail jeweler in order 
to enhance his community image so that 
it will extend to the jewelry he sells. 

. Population trends and tastes must be 
studied to determine the wishes of brides- 
to-be, both as to themselves and their 
homes. 

. Young people prefer to select their own 
jewelry, rather than to accept family heir- 
looms. Many young people not only 
make their own choices, but even have an 
effect on the tastes of their parents and 
elders. 
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IPSO in Industrial Advertising 


VER sixty years ago the “A. I. D. A.” 
formula for effective advertising was 
drawn. E. Saint Elmo Lewis, a pioneer in 
advertising and first President of the As- 
sociation of National Advertisers in 1898 
advised advertisers to “attract attention, 
maintain interest, and create desire.” To 
this he later added “ge: action.” 

Later this “psychological sequence” in 
advertisement construction was expanded 
by including the “C” of “conviction.” 
“A. I. D. C. A.,” based on the general 
psychology of selling, assumes that each 
advertisement does the same job as the 
salesman, and, therefore, must match its 
arrangement of ideas with the stages of 
making a sale. This makes for good theory 
and has been generally accepted for about 
sixty years. 

But this is not really how most adver- 
tising works today. In most selling, espe- 
cially industrial selling, advertisements 
are not expected to tread every step to the 
final sale. Nor, for that -atter, is the 
salesman. 


©@ About the Author. Clem W. Kohiman, as Adver- 
tising Manager for the Industrial Chemicals Division 
of American Cyanamid Company, is responsible for 
the promotion of over three hundred products of five 
departments. 

He is a member of the Board of Directors of the 
Business Publications Audit, Chairman of the Internal 
Communications Committee of the Association of In- 
dustrial Advertisers, member of the Business Paper 
Committee of the Association of National Advertisers, 
and a founder of the Chemical Advertisers’ Group. A 
graduate of Columbia University, Mr. Kohlman was 
an account executive at Grey Advertising Agency, 
Inc., and Roy S. Durstine, Inc., before joining Cyan- 
amid. 


e C. W. KOHLMAN 


Most industrial advertising has been strongly influenced by the 
"A. |. D. A. theory"—attention, interest, desire, action. 

But there is more to selling through print than issuing a number of 
advertisements, no matter how effective each may be in its own right. 
Customers have many attitudes and buy for many reasons, to which all 
the advertising of a company contributes. 

The author presents his "'I.P.S.O." proposal for industrial advertising 
as probably far more effective than "A. |. D. A." 


Some readers, whose attentions have 
been flagged by an advertisement, become 
interested enough to have a desire aroused. 
A smaller number will become convinced, 
and fewer yet will decide that action is to 
be taken. Unfortunately the great major- 
ity of readers never reach the final stage 
propounded by the formula. 

However, despite this “failure” on the 
part of the advertisement, it has had a 
measure of success based on partial read- 
ing and the registering of some message 
on the reader’s “conscious” or “subcon- 
scious.” If, then, most advertisements are 
unable to do the whole job, is it not re- 
alistic to consider them still as an impor- 
tant contributor to the process of making 
a sale? 

Even though A. I. D. C. A. is not the 
whole answer to the problem, it does lead 
to consideration of four factors basic to 
industrial advertising. These goals, which 
are attainable, are the creation of com- 
pany identity, of product or company 
preference, of service to salesmen, and of 
a climate favorable to orders. 


IDENTITY 


All of what a company says in its ad- 
vertising . . . in the words that are said 
about it editorially . .. in the newspa- 
pers and over the air . . . the presenta- 
tion of all the corporation's “faces” to all 
of its audiences has an over-all effect. This 
corporate image has an immense effect on 
sales. Therefore, favorable identity is a 
vital ingredient in the creation of adver- 
tising programs. 
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Every gesture that a person makes, his 
facial expressions, the way he speaks and 
chooses words and phrases, his posture 
and the way he dresses, are all part of 
that person’s identity. The people with 
whom he comes in contact are continually 
making judgements about this whole per- 
son on the basis of all the things they see 
in him, or hear from him. 

The same is true for a company. All 
the people with whom a company comes 
in contact, directly or indirectly, make 
judgements about the entire company, its 
products and its people, on the basis of 
the expressions and gestures and postures 
that the company is continually transmit- 
ting. This is the company’s identity. 

In industrial advertising, unlike con- 
sumer advertising, it is necessary to keep 
the identification franchise with customers 
in spite of the fact that each good sales- 
man every day is trying to make his iden- 
tity as important as that of the company. 
Hence, industrial advertising should be 
greatly concerned with projecting this 
identity factor and providing its salesmen 
with something to which they must con- 
form. The job of industrial advertising 
is to make the company’s identity more 
important than that of the salesman. It 
must be carried on when the salesman is 
promoted, when he moves to a competi- 
tive company or when he retires. 

But identity, even favorable identity, 
does not by itself sell goods. 


PREFERENCE 

There is a second requisite to achieve 
effective industrial advertising programs: 
preference. Build into advertisements the 
message that a customer will have some- 
thing to gain by awarding the advertiser 
his business. There are several ways to do 
this. 

Reliability of supply is a factor of great 
importance to most industrial buyers. 
Customers’ production schedules are tied 
very closely with deliveries so that they 
may maintain reasonable inventories. 
Therefore, advertising should reflect pro- 
duction competence—the ability to keep 
producing the product on a regular basis 
with a minimum of interruption by plant 
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breakdown or labor difficulty or other un- 
expected causes. 

Delivery is another area where pros- 
pects establish a preference. Here also 
customers depend upon the supplier to 
continue their production schedules. Car- 
ried throughout advertising should be a 
feeling of complete delivery responsibility 
and respect for promises. 

In the area of supply and delivery, ad- 
vertising must reflect a reliable supplier. 
It must avoid that air of high-handed, 
high-pressured salesmanship which would 
make reliability an unlikely part of the 
projected image. 

Another area of preference has to do 
with product quality, that is, the con- 
sistency of quality. This is the knowledge 
by customers and prospects that the adver- 
tiser’s products are at least equal to com- 
petition’s and probably better. It is ex- 
pected of those advertisers who obviously 
have quality in their advertising that they 
will have quality in their products. 

Price might seem obvious as a buying 
motive, but price is something rarely seen 
in industrial advertising. Pricing policies 
of sellers of materials to industry must be 
completely competitive because there is 
not a great deal of difference between 
their products and those of their com- 
petitors—especially for those products 
that are bought on rigid specification. Ad- 
vertising can reflect price policies. 

Another aspect of preference is service. 
It should be evident through advertising 
that salesmen can be expected to help 
customers and prospects—help them with 
new ideas, new uses for products, and new 
methods for application. They must be 
ready to service customers’ complaints 
quickly and cheerfully. 

Delivery service (aside from reliability 
of delivery) is highly important, too. In- 
dustrial advertising should imply that the 
product is packed right, in the right-size 
containers; that it gets to the right place, 
on the right sort of pallets; and that no 
annoying, unusual, or unexpected prob- 
lems are presented to the customer. Tech- 
nical service is, of course, the performance 
of a company as a contributor to the in- 
dustry of its customers. 
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IPSO IN INDUSTRIAL ADVERTISING 


SERVICE 


The third guide to look for in develop- 
ing effective industrial advertising is serv- 
ice—service to salesmen. This is some- 
thing entirely separate from service to 
customers. 

Industrial advertising must pave the 
way for the salesman by furnishing leads 
and inquiries, and by helping him to get 
in to see his prospects. The best way to 
get the service function in industrial ad- 
vertising is to ask, “How can this adver- 
tisement work with the salesman?’ Is 
there something that will impel the sales- 
man to mail a reprint ahead to his pros- 
pect? Perhaps he sends it with his card, or 
he writes something in the margin of the 
ad, or he sends along a brief memo. 

In industrial advertising campaigns, 
each insertion should be prepared with 
the hope that it will be right there with 
the salesman working directly with him 
to get the order. 


Getting the order is the end objective 
for both salesman and advertising. This 
is the fourth attribute to look for in in- 
dustrial advertising. 

What is an order? It is not what a sales- 
man writes at the end of one of his sales 
calls. Most industrial salesmen almost 


MARKETING MEMO 
There Will Always Be Mergers . . . 
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never get an order to take away from a 
call. At best they get a promise, and the 
order follows by mail. 

An order is really not a form signed by 
a customer’s purchasing agent. What ad- 
vertising and salesmen are after is the 
total business that a customer can give. 
The salesman working on an assigned ac- 
count wants more business, or at least to 
keep the share he already has. Industrial 
copy should imply that the advertiser 
wants to be doing business with a cus- 
tomer over a period of time, wants to 
work with him in a sort of partnership so 
that the end result will be increased prof- 
its for both. 


There is more to industrial selling 
through print than initiating a sequence 
of advertisements, no matter how effective 
each may be in its own right. 

So that industrial advertising may do 
the maximum job of which it is capable, 
each campaign and each advertisement 
should be measured to be sure that it 
contains the four elements: identity, pref- 
erence for doing business with the adver- 
tiser, service to the salesman, and help to- 
ward the end objective of delivering the 
order. The initials of the four italicized 
words spell IPSO, a pretty familiar Latin 
word . . . asin “ipso facto.” 


Five good objectives for mergers from the marketing standpoint 
have been listed by D. Maynard Phelps, Professor of Marketing, Uni- 


versity of Michigan .. . 


1. To broaden the base of operations to reduce market vulnerability 


and thus reduce risk. 


2. To spread the application of marketing “know-how” over more prod- 
ucts with roughly similar characteristics. 
3- To reduce the cost of distribution through offering a more complete 


line. 


. To acquire a superior marketing manager. 


. To make “profitable use of opportunity” in connection with any or 
all of the preceding four points. 


—In an address before the Northwestern Ohio 
Chapter of the American Marketing Associa- 


tion, Toledo, O., February 15, 1958. 
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SHOWS! 
TELLS! 
SELLS! 


FREE BOOKLET! Write today and see how Viewlex 
“Salestalk” can bring dynamic controlled sales- 
manship to your business. 


Name 


Company Nome. 


VIEWLEX  SALESTALK” SOUND-SLIDE 
Unit Adds Controlied Showmanship to 
Your Sales and Profits AUTOMATICALLY! 


@ Attache Case convenience and portability! 
@ It's the perfect audio-visual presentation in a package! 


Now Viewlex applies a PROVEN, SOUND-SIGHT principle 
to INCREASED BUSINESS! The new Viewlex “SALESTALK” 
SOUND-SLIDE unit is your own complete “presentation in 
an attache case.” It’s like having a “Showroom-at-your-fingertips.” 
Your product or service story is told and sold with exactly the same 
perfection and energetic enthusiasm from the first A.M. appointment 
to the last cali of the day! 

So light . . . so compact . . . so simple to operate. Sets up in seconds! 
The ultimate in full-powered salesmanship. Through the power of. 
dramatic animation, drawings, charts, documentary photographs, 
etc. .. . in color or black and white . . . your products or services take 
on a new added dimension of importance! They’re ALWAYS pre- 
sented in the EXACT same way your management team wants it to 

. through the controlled sight and sound message of the Salestalk. 


Overall Size: 11” x 17” x 5” Weight: 14 Ibs. 


Projector: 150 Watts. Filmstrip. 
Record Player: 4 speed. Takes up to 12” records. 


Price: $9950 complete 


Other Viewtalk Sound-Slide Units from $139.50 to $224.50 


35-27 Queens Blvd., Long Island City, N. Y. 
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ROBERT FERBER, Editor 
University of Illinois 


The Retailer’s Manual of 1869 


e JOHN H. HOAGLAND and WILLIAM LAZER 


The ideas presented by Samuel Hough Terry in The Retailer's Manual 
(1869) indicate that he had an extensive understanding of many fun- 
damental marketing concepts. Compare some of these, presented here, 


ost marketing men believe that no 

significant American marketing lit- 
erature appeared prior to the first decade 
of the twentieth century.! An extensive 
study of retailing, however, was published 
as early as 1869. 

At that time Samuel Hough Terry ex- 
pounded many of today’s important re- 
tailing concepts in his 400-page book, The 

*Simon Litman, “The Beginnings of Teaching 
Marketing in American Universities,” JOURNAL OF 
MARKETING, Vol. 15 (October, 1950), pp. 221-223; 


Melvin T. Copeland, “Arch W. Shaw,” JOURNAL 
OF MARKETING, Vol. 22 (January, 1958), pp. 313-315- 


@ About the Authors. Dr. Hoagland is an Associate 
Professor in the Department of Personnel and Produc- 
tion Administration, Michigan State University. A 
graduate of Oberlin College, he received his M.B.A. 
from the Harvard Graduate School of Business and 
his Ph.D. from Ohio State University. Dr. Hoagland 
has also taught at Ohio State University, and has 
served in a managerial capacity with severa! indus- 
tries. 

Dr. Lazer is an Associate Professor in the Depart- 
ment of Marketing and Transportation Administration, 
Michigan State University. A graduate of the Uni- 
versity of Manitoba, he received his M.B.A. from the 
University of Chicago and his Ph.D. from Ohio State 
University. Dr. Lazer also has taught at the Univer- 
sity of Manitoba, and has been employed in industry. 
He is a member of the editorial staff of the Market- 
ing Articles in Review section of the JOURNAL OF 
MARKETING. 

Both Professors Hoagland and Lazer are known for 
their publications on various marketing subjects. 


with statements in modern books on retailing. 


Retailer's Manual.2 It was based on 
Terry’s “Conclusions of Thirty Years’ Ex- 
periences in Merchandising” and repre- 
sents American marketing thought of a 
century ago. 

Although The Retailer's Manual ante- 
dates the generally accepted beginnings of 
serious contributions to marketing litera- 
ture, Terry’s contributions are unheralded 
and his role in the development of mar- 
keting thought unrecognized. Both the 
range of marketing topics covered by 
Terry and the extent of his analysis are 
noteworthy. Included among his chapter 
headings are: On the Choice of a Local- 
ity; On Buying a Stock of Goods; Exam- 
ination, Marking and Arranging of Goods; 
On Advertising a Business; On the Art of 
Selling Goods; Selling Goods on Credit; 
On Replenishing Stock; Business Qualifi- 
cations; and Expenses. | 

The following quotations! from The 
Retailer's Manual are as pertinent today 
as they were ninety years ago: 


Buying: “It is an old adage among mer- 
chants that goods well bought are half sold.” 

73) 

Advertising: “It will be found advantageous 
to make some publication when a business is 
newly commenced, or upon the occurrence of 


*Samuel Hough Terry, The Retailer's Manual 
(Newark: Jennings Brothers, 1869). 
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any notable event, as an arrival of a renewed 
supply of articles suited to the coming season 
or period, the receipt of some special article 
which has been scarce and in demand, or a 
general reduction on the price of many arti- 
cles as sometimes occurs near the close of a 
season.” (p. 120) 

Consumer motivations: “The ability to pen- 
etrate ... into the recess of others’ minds, 
and to decide as to how they will act, is a 
valuable acquisition to anyone who buys or 
sells goods. If in any action of our own we 
critically examine the motive which induced 
the action we may soon learn what influences 
move us.” (p. 386) 

Turnover and markups: “The oftener a 
stock is... turned over, the per the 
dealer can afford to sell his goa’. 37-38) 

Varying profit margins: “Tics. appears 

. good reason why there should be even 
large differences in the rate of profit on differ- 
ent kinds of goods that the retailer keeps.” 
(p. 104) 

Estimating sales: “An estimate of probable 
sales may be found on the experience of other 
dealers in similar position . .. (where) no 
such experiences can be found the estimates 
may be made by an independent calculation 
of the wants of the community in the aggre- 
gate, by first estimating the wants of separate 
individuals or families.” (p. 52) 

Layout: “When the goods are so arranged as 
to be readily shown to the customers .. . it 
will be necessary to select special locations 

. for each separate kind of goods... . 
This arrangement has ordinarily in view only 
the bringing of such articles together in con- 
venient proximity as are likely to be sold in 
connection with each other, and placing those 
most frequently in demand in the most promi- 
nent positions.” (p. 113) 

Lighting: “. . . to be so placed, that when 
shown, they (goods) shall be in the right light 
to appear well to the customer. . . . To the 
knowledge of what is proper light, practical 
experimentation is the only guide.” (p. 113) 

Color: “Light blue shades generally produce 
cooling effect, while those of buff or yellowish 
tinge impart a warmer tone and give a sun- 
shiny appearance to the interior.” (p. 115) 

Evaluating credit customers: “There are 
three things to be kept in view: 1) His honesty 
or disposition to pay. 2) His means or prop- 
erty in hand or in expectation out of which 
he is to pay. 3) The encumbrances, on these 
means, in the form of debts already created, 
or which may have to be created before the 
proceeds of the property can be realized to pay 
the debt.” (p. 164) 
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Want slips: “In every well regulated retail 
store a memorandum slate or list is kept con- 
veniently at hand, to note down such articles 
as are out, or nearly so, or such as may have 
been inquired for, and never kept.” (p. 198) 


Training: “The art of buying and selling 
goods at retail requires quite as much study 
as either of them (law or medicine).” (p. 17) 


Terry also discussed: effects of popula- 
tion on location (p. 40); selection of a 
town and the specific site within the town 
(PPp- 42-43); business cycles (P. 36); budget- 
ing purchases (p. 56); pricing codes (p. 
100); seasonal and staple goods inventories 
(p. 197); fads and fashions (p. 217); fash- 
ion movements (p. 224); retail salesman- 
ship (pp. 131-144); charge accounts (p. 192); 
good will (p. 46); use of accounting infor- 
mation (p. 252); community obligations 
(p. 299); examining, storing, and marking 
goods (pp. 100-103). 

The identity of this early marketing 
man is puzzling, for a search of many li- 
brary sources reveals nothing about Sam- 
uel Hough Terry except that, in addition 
to The Retailer's Manual, the following 
three books were published under his 
name: How to Keep a Retail Store (1882); 
Controlling Sex in Generation (1885); and 
Secret of Sex (1917). 

From legal records and other sources, 
the following information has also been 
obtained: The Retailer's Manual (1869) 
was republished in 1882 by a different 
printer under the tithe How to Keep a 
Retail Store, with no changes in content 
and even using the same printing plates. 
The notations on the title page of The 
Retailer's Manual indicate that Terry op- 
erated a retail store called “The Ever- 
greens” in Belleville (near Newark), New 
Jersey, where he lived most of his life. 

The copyrights of Terry’s books were 
willed to one of his daughters, Minnie 
Terry, who had the Secret of Sex pub- 
lished under his name years after his 
death, which explains the long publica- 
tion time span. The book, Controlling 
Sex in Generation, and its revision, Se- 
cret of Sex, are interesting attempts by 
Terry to explain what controls the sex of 
offspring (Terry had four daughters). His 
last years were spent in Brooklyn, where 
he died in late 1894 or early 1595. 


| 


THE FORUM 


Are Channels of Distribution 


What the Textbooks Say? 


e@ PHILLIP McVEY 


ERHAPS Wroe Alderson said as much as 
is safe to say when he described a mar- 
keting channel as a group of firms which 
“constitute a loose coalition engaged in 
exploiting joint opportunity in the mar- 
ket.” 
THEORY AND ACTUALITY 

Certainly too much is said about chan- 
nel relationships in many published text- 
books for businessmen and students, if 
one is to look for proof in current market- 
ing practice. The picture usually given is 
one of long lists of various types of mid- 
dlemen and facilitating agencies, which 
differ minutely but precisely in functions 
performed. Alignments of particular types 
are presented as “right” or “customary” 
for a given commodity or type of pro- 
ducer. Furthermore, it is often implied 
that it is the producer who selects all the 
links in the channel and establishes the 
working arrangements with them, down 
to and including the outlet which sells his 
goods to the final user. 

Several popular college textbooks in 

? Wroe Alderson, “The Development of Market- 
ing Channels,” in Richard M. Clewett (editor), 
Marketing Channels for Manufactured Products 
(Homewood, Illinois; Richard D. Irwin, Inc., 1954), 
p- 30. 


© About the Author. Phillip McVey is Associate Pro- 
fessor of Marketing at the University of Nebraska. 
He received his undergraduate degree from the 
University of Wichita in 1942, his M.B.A. from the 
Harvard Business School in 1947, and his Ph.D. in 
marketing from The Ohio State University in 1954. 
He was formerly on the faculties of Case Institute 
of Technology and Ohio University. 

Professor McVey is past-president of the Omaha- 
Lincoln Marketing Association, which in 1958 became 
one of the newest chapters of the American Market- 
ing Association. 


The author maintains that the role of the middleman is obscured by 
oversimplified treatment in marketing literature and Census data. In 
this article he examines channel-building from the standpoint of the 
middleman's relative freedom to make choices, while serving as a 
purchasing agent for his customers. 


marketing illustrate this manufacturer- 
oriented approach to channel planning.” 
One reason for fairly standard treatment 
of channel-building is that the growth of 
marketing knowledge has proceeded from 
a description of the activities of existing 
business firms, leaning heavily on data 
provided by the U. S. Censuses of Whole- 
sale and Retail Trade. The framework 
appears orderly and well planned. But 
little recognition is given to the probabil- 
ity that some channel sequences “just 
grew” like Topsy, without direction or 
intent of known parents. 

The Census method of counting, where- 
by each separate establishment is assigned 
to a single traditional category on the 
basis of a major-portion-of-dollar-volume 
rule, tends to produce more orderliness in 
the picture than probably exists. It tends 
to obscure a great deal of “promiscuous 
distribution” and channel-jumping. The 
Census rule, like the Procrustean bed of 
Greek mythology, effectively reduces the 
number of categories into which firms are 
sorted, and avoids hybrid, nondescript 
classifications. 

Yet hybridity is too common among 
marketing firms to be ignored. For ex- 
ample, almost any wholesaler will do 
some business at retail; similarly, it is 


* Examples are found in: T. N. Beckman, H. H. 
Maynard, and W. R. Davidson, Principles of Mar- 
keting, sixth edition (New York, The Ronald 
Press Company, 1957), pp- 44-45. C. F. Phillips 
and D. J. Duncan, Marketing Principles and 
Methods, third edition (Homewood, Illinois; Rich- 
ard D. Irwin, Inc., 1956), p. 562. M. P. McNair, 
M. P. Brown, D. S. R. Leighton, and W. B. Eng- 
land, Problems in Marketing, second edition (New 
York, McGraw-Hill Book Company, Inc., 1957), 
p- 66. 
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not uncommon for a broker to find him- 
self holding title to a given lot of goods, 
thus becoming temporarily a merchant 
middleman. A realistic classification may 
require the use of relative terms to iden- 
tify types of operation, according to a 
range of variables—for example, the de- 
gree to which a firm caters to a given 
customer group, or the frequency with 
which a function is performed. 

Further study of marketing textbooks 
may lead a reader to conclude that: (a) 
middlemen of many types are available to 
any manufacturer in any market to which 
he wishes to sell, and within each type 
there is an ample selection of individual 
firms; (b) the manufacturer habitually 
controls the selection and operation of 
individual firms in his channel; and (c) 
middlemen respond willingly as selling 
agents for the manufacturer rather than 
as purchasing agents for a coveted group 
of customers to whom the middlemen sell. 

Yet none of these conclusions is entirely 
valid. 

In a product line such as fashion ap- 
parel, a garment maker may have an ex- 
tremely limited choice of types of middle- 
men: the selling agent, the broker, the 
direct-buying retailer, or the chain store 
buying office. The general absence of serv- 
ice wholesalers from this line of trade is 
not correctible by manufacturers’ fiat. 

In a particular market area, the choice 
may be even more limited. Of individual 
firms of a given type, there may be no 
choice at all. These limitations arise, of 
course, because of the free choices made 
by the middlemen as to locations, cus- 
tomer groups, and product assortments 
they elect to sell. 


THE “CHANNEL” AN 
ACADEMIC CONCEPT? 
Integrated action up and down a chan- 
nel is a rare luxury in marketing. Why? 
It may be that the “channel of distribu- 
tion” is a concept that is principally aca- 
demic in usage and unfamiliar to many 
firms selling to and through these chan- 
nels. 
Instead of a channel, a businessman is 
likely to concern himself merely with 
suppliers and customers. His dealings are 


not with all of the links in the channel 
but only with those immediately adjacent 
to him, from which he buys and to which 
he sells. He may little know nor care what 
becomes of his products after they leave 
the hands of some merchant middleman 
who has paid him for them and released 
him to return to problems involving his 
special functions. A manufacturer may 
not even consider himself as standing at 
the head of a channel, but only as occupy- 
ing a link in a channel that begins with 
his suppliers. 


Policies 


Choice of a channel is not open to any 
firm unless it has considerable freedom of 
action in matters of marketing policy. 
Other areas of policy seem to be treated 
with more respect. For example, it is well 
recognized that a price policy is an author- 
itarian privilege open only to those sellers 
who possess power to withhold goods from 
the market in considerable quantities, or 
who have the choice of alternative mar- 
kets and the means to solicit them. Usu- 
ally a differentiated product is necessary. 
Therefore, a wheat farmer can seldom 
have anything resembling a price policy. 

Likewise, a design policy is meaningful 
only when variations in product charac- 
teristics have been understood and ac- 
cepted by customers to be of significance. 
Manufacturers of semi-finished or com- 
ponent parts, or of textile “gray goods” 
cannot enjoy this luxury in most cases. 

Similarly, the selection of a multi-stage 
channel is not the prerogative of a manu- 
facturer unless his franchise is coveted by 
the middlemen he seeks, as being more 
valuable to them than their franchise 
would be to him. 

Names such as Sears Roebuck & Com- 
pany, Macy’s, or Kroger mean a great deal 
more to the customers of these retailers 
than do the brand names of most of the 
items sold in their stores. These firms 
control the channels for many products, 
even to the point of bringing into exist- 
ence some manufacturing firms needed to 
fill gaps in their assortments. In the same 
manner some national wholesalers, hold- 
ing the reins of a huge distributive system, 
are more powerful than either their sup- 
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pliers or their customers. In such extreme 
cases the power position is obvious. The 
big company, regardless of its position in 
the channel, tries to make its plans and 
policies effective by taking the initiative 
for co-ordinated action. 


UNCERTAINTY AMONG SMALLER FIRMS 

As to the many thousands of middle- 
size and small companies that truly char- 
acterize American marketing, the power 
position is speculative, vacillating, and 
ephemeral. Strength in certain market 
areas, the temporary success of a product, 
ability to perform a certain needed type of 
financing or promotional effort—these and 
similar factors enable companies to as- 
sume power. 

On the other hand, financial reverses, 
an unfortunate sales campaign, or even 
the lack of accurate market news—these 
factors can shift power elsewhere, possibly 
to another link in the channel or to an- 
other firm in the same link. In any case, 
the opportunity of any firm is contingent 
upon the willingness of others to use it as 
a link in the channel. 


Comparison with Advertising Media 

Selection of middlemen has been lik- 
ened to the selection of advertising media. 
In both instances the task is to find a 
vehicle which has an existing coverage 
(or circulation) which coincides with the 
market desired. A region blanketed with 
a neat mosaic of distributors’ territories 
will appear on a map much like the same 
region covered by television stations. 

However, there is an important differ- 
ence. Seldom does an advertising medium 
restrict its availability. The advertiser’s 
product need not be sold first to the me- 
dium on the grounds of self-interest. Only 
occasionally will a middleman accept any 
product he is offered. The requirement 
that he invest his own money and effort 
forces him to be selective in terms of prob- 
able outcome or profit. No seller can af- 
ford to neglect the task of selling to the 
middlemen he seeks, as well as through 
them. Nearly every comprehensive cam- 
paign of consumer advertising allots sub- 
stantial effort to dealer promotion and 
distributor promotion. Indeed, much con- 
sumer advertising is undertaken primarily 


for the stimulating effect it will have 
upon middlemen. 


Middlemen's Reactions 


Middlemen’s reactions to new-product 
offerings probably deserve more attention 
from manufacturers than usual. Whole- 
salers and retailers, as well as agent mid- 
dlemen, enjoy an excellent position from 
which to make keen judgments of a prod- 
uct’s probable successes within local mar- 
kets. Free from the manufacturer's pro- 
clivity to “fall in love with the product,” 
but not primarily concerned with its ulti- 
mate usage characteristics, middlemen 
who are alert merchandisers can look at 
the product with an eye to salability 
alone. 

Yet it is common practice for manufac- 
turers to force acceptance with a heavy 
barrage of consumer advertising, intro- 
ductory high-markup offers, [ree merchan- 
dise, combination deals, co-operative ad- 
vertising schemes, and the like. These may 
have the effect of “mesmerizing” middle- 
men, and of clouding the issue of the 
product's own rate of initial acceptance. 

Lack of effective vertical communica- 
tion i most channels is a serious deter- 
rent. Possibly no other proof of the weak- 
ness of manufacturers’ control over chan- 
nels is so convincing as their inability to 
obtain facts from their own ultimate and 
intermediate markets. Information that 
could be used in product development, 
pricing, packaging, or promotion-planning 
is buried in non-standard records of mid- 
dlemen, and sometimes purposely secreted 
from suppliers. 

Channels research is one of the most 
frustrating areas of marketing investiga- 
tion, since it requires access to data col- 
lected by firms which are independent, 
remotely situated, and suspicious. Unless 
given incentive to do so, middlemen will 
not maintain separate sales records by 
brands sold. Extracting the needed figures 
by preferred units of measure is often a 
hopeless task. To get such data, one pro- 
ducer of pipe tools adopted a device com- 
monly used with electric appliances: a 
“warranty registration” questionnaire at- 
tached to the tools. Ostensibly designed to 
validate users’ damage claims, its true 
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purpose was to discover where, when, 
how, and by whom the tools had been 
sold. 

Communciation downward from the 
manufacturer is also faulty, placing in 
doubt the claim that all links in the chan- 
nel are bound together by common objec- 
tives. For example, it is seldom practical 
to disclose a forthcoming promotional 
plan in all its details and to ask the mid- 
dlemen whether the plan will be timely, 
acceptable, and supportable by their ef- 
forts. To do so would jeopardize the ad- 
vantage of surprise, usually a significant 
competitive stratagem. Yet the value of 
synchronized, co-ordinated action on any 
new plan by all firms in the channel is 
obvious. 


MIDDLEMEN'S VIEWS 
Channel Building 


To the extent that any middleman can 
do so, he should think of himself pri- 
marily as a purchasing agent for his cus- 
tomers, and only secondarily as a selling 
agent for his suppliers. The planning of 
his product line will proceed from an 
analysis of a finite customer group in 
which he is interested . . . to the selec- 
tion of goods capable of satisfying those 
needs . . . and then to the choice of avail- 
able suppliers who can provide those 
goods. Of course, he may actually begin 
his assortment with one or more basic 
products, chosen by him as a way of de- 
fining the area of customer needs in which 
he elects to deal. 

From that point on, however, his chief 
stock in trade becomes not the franchises 
of important suppliers, but rather his cus- 
tomer group. He is interested in selling 
any product which these customers desire 
to buy from him. The attractiveness of 
any new offering by a supplier is not to be 
judged by the size of the markup or com- 
mission, nor the unusual nature of the 
product, nor details of its manufacture, 
nor the promises of manufacturer’s ad- 
vertising support. 

The key question is: Does it fit the line? 
That is, does it complement the other 
products that he sells, in terms of salabil- 
ity to precisely the same group of buyers? 
His list of customers is probably less sub- 
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ject to intentional revision than are many 
other aspects of his business. Is it not at 
this point, then, that channel building 
starts? 

Some unusual product combinations 
may result from this approach. A manu- 
facturers’ agent selling baby garments in 
the Southwest took on a line of printed 
business forms, which the small retailers 
on whom he called were seeking. An 
Omaha wholesaler successfully added gro- 
cery products to his liquor business. A 
Cleveland distributor of welding equip- 
ment rejected a portable farm welder of- 
fered by his principal supplier, since he 
had no contact with farmers, but was in- 
terested in carrying a line of warehouse 
tractors and lift trucks. 


Approach to New Prospects 

In some cases a middleman may deem it 
worth-while to shift from his current cus- 
tomer group to a new list of prospects, 
in order to find a market for a particularly 
promising new product. In the main, how- 
ever, he will not do so. His approach to 
new prospects is based on their close simi- 
larity to those now on his customer list. 
To all these persons he attempts to be- 
come known as a helpful specialist in a 
well-defined set of recurring needs. The 
scope of his line, and the interrelation of 
products in it, must be known to the bulk 
of his customers. Scrambled merchandis- 
ing, or stocking of unrelated items, will 
tend to split his market into many small 


groups. 


Assortment Sales 

Furthermore, the middleman attempts 
to weld all of his offerings into a family 
of items which he can sell in combination, 
as a packaged assortment, to individual 
customers. His selling efforts are directed 
primarily at obtaining orders for the as- 
sortment, rather than for individual items. 
Naturally the greatest numbers of his 
transactions will seldom be made in this 
way; but often his greatest volume and 
more profitable sales to “blue-chip” ac- 
counts will be assortment sales. 

Catering to assortment sales has con- 
siderable significance to channel opera- 
tion, because the kind of sales service 
which a middleman can offer a single- 
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product supplier is affected thereby. Since 
he is relatively disinterested in pushing 
individual items, the middleman is criti- 
cized for failure to stress a given brand, 
or for the poor quality of his salesmen’s 
product knowledge, his disuse of suppliers’ 
advertising materials, his neglect of cer- 
tain customers (who may be good pros- 
pects for individual items but not for the 
assortment), and even for his unrefined 
systems of record keeping, in which brand 
designations may be lost. 


THE MIDDLEMAN AS AN 

INDEPENDENT MARKET 
The middleman is not a hired link in a 
chain forged by a manufacturer, but 
rather an independent market, the focus 
of a large group of customers for whom 
he buys. Subsequent to some market anal- 
ysis of his own, he selects products and 
suppliers, thereby setting at least one link 

in the channel. 

After some experimentation, he settles 


Trends in 


upon a method of operation, performing 
those functions he deems inescapable in 
the light of his own objectives, forming 
policies for himself wherever he has free- 
dom to do so. Perhaps these methods and 
policies conform closely to those of a Cen- 
sus category of middleman, but perhaps 
they do not. 

It is true that his choices are in many 
irstances tentative proposals. He is subject 
to much influence from competitors, from 
aggressive suppliers, from inadequate fi- 
nances and faulty information, as well as 
from habit. Nonetheless, many of his 
choices are independent. 

As he grows and builds a following, he 
may find that his prestige in his market is 
greater than that of the suppliers whose 
goods he sells. In some instances his local 
strength is so great that a manufacturer 
is virtually unable to tap that market, 
except through him. In such a case the 
manufacturer can have no channel policy 
with respect to that market. 


Pharmaceutical Advertising 


HE increased use of newer and more 
"ih aie medicines has led to a rapid 


© About the Author. Walter O. Wegner is Director 
of Marketing Research at Cortez F. Enloe, Inc., medi- 
cal advertising agency, New York. He was formerly 
an account executive with A. C. Nielsen Company 
and also served as economist and market analyst 
with the Commodity Appraisal Service of Chicago. 

Dr. Wegner holds both an M.S. and Ph.D. degree 
from Purdue University. Before entering private busi- 
ness, he served as a Teaching Assistant and Research 
Fellow under a grant from the Purdue Research 
Foundation. 
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To inform physicians about their products and to induce them to pre- 
scribe those products, drug manufacturers rely increasingly on medical 
journals. These professional publications enjoy a high degree of reader- 
ship among physicians and, therefore, are an important instrument in 
the pharmaceutical marketing process. 

This article points out some of the major trends in medical-journal 
advertising and concludes with a forecast for the next two decades. 


expansion of the entire pharmaceutical 
industry. This is particularly true of the 
ethical drug industry whose products are 
advertised only to the medical profes- 
sion and usually require a prescription. 
The total retail value of prescriptions 
filled in drug stores and professional phar- 
macies more than tripled from 1948 to 
1958—going from about $551,800,000 to 
$1,824,190,000." 


* Annual Prescription Survey (New York: Topics 
Publishing Co., Inc., 1948 and 1958). 
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PHARMACEUTICAL PROMOTION 


Drug manufacturers, like makers of 
consumer goods, rely heavily on promo- 
tion in marketing their prescription 
products. The one important distinction 
is that prescription drugs are advertised 
to the medica! profession and not to the 
consumer. As a result, all promotion 
efforts of the ethical drug industry are 
concentrated on some 200,000 general 
practitioners and medical specialists. This 
number may be further reduced to in- 
clude only the most active group of about 
130,000 doctors under age 65 in private 
practice. 

There are three major media for ethical 
drug promotion: medical journals, direct 
mail, and detailmen. All three have been 
expanding with growing sales volume, but 
the professional journals have experienced 
the most impressive growth rate. This 
article summarizes the findings of a study 
appraising the growth and development 
of medical-journal advertising during the 
past five to ten years. 


NUMBER OF PUBLICATIONS 


The current number of medical and 
allied publications which carry paid ad- 
vertising is about 550 to 600.2 This esti- 
mate includes the relatively large number 
of state, county, and city journals and 
bulletins, but does not take into ac- 
count university and alumni publications. 
Out of the total, about 350 journals are 
actually medical. The remaining 200 to 
250 are hospital, nursing, osteopathic, 
dental, and drug and pharmacists’ journals. 

In terms of advertising volume, the 
group of major medical publications, that 
is, publications having national or at least 
regional distribution, is the most impor- 
tant. The number of these major journals 
increased from 122 in 1948 to 151 in 1953, 
and by 1958 had reached 173. This would 
indicate a growth rate of approximately 
five to six major journals per year during 
the period 1948 to 1953, and about four 


*Count is based on media records of Cortez F. 
Enloe, Inc., Medical Advertising Agency, New 
York, and Business Publication Rates and Data, 
December 22, 1958, Standard Rate and Data Serv- 
ice, Inc., Evanston, Illinois. 


to five journals per year during the period 
1953 to 1958. 


TRENDS IN JOURNAL ADVERTISING 


Some 250 medical and allied journals 
were studied, which account for more than 
95 per cent of the total journal advertis- 
ing volume for ethical drugs. The large 
majority of this group represents medical 
journals, but the leading hospital, nurs- 
ing, osteopathic, and dental and drug 
journals are likewise included. The total 
also comprises some eighty-four city and 
county medical bulletins frequently used 
as advertising media. However, the over- 
all importance of these local bulletins is 
relatively small, as the entire group ac- 
counts for only 2.3 per cent of the total 
dollar volume of journal advertising. 


Average Circulation, Page Rates, and 
Page Volume 

Between 1948 and 1953 average circula- 
tion of medical and allied journals did 
not change much, but increased from 
18,677 in 1953 to 21,951 in 1958 (18 per 
cent). 

The development in page rates was 
similar, although more pronounced. 
There was a 21 per cent increase from 
1948 to 1953, and an even greater increase 
of 31 per cent occurred between 1953 and 
1958. In terms of dollars, average page 
rates in 1958 amounted to $294.00, com- 
pared with $225.00 five years earlier. 
These trends partly reflect inflation, of 
course, but to a large extent illustrate the 
accelerated growth of journal advertising 
during these past five years, as medical 
journals were gaining more and more 
popularity as advertising media. 

The tremendous expansion in physical 
volume of journal advertising is borne out 
by a 34 per cent increase in the number of 
advertising pages per journal from 1953 
to 1958. While the average journal during 
a three-month period of 1953 devoted 
about 173 pages to advertising, it was 


*Computed on the basis of sworn circulation 
statements of the publishers. Circulation figures 
represent the total net paid or controlled circula- 


tion, exclusive of advertisers, agencies, prospects, 
and other distribution. 
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carrying 231 pages of advertisements dur- 
ing the equivalent period of 1958.4 This 
development is underscored by an almost 
parallel increase in the ratio of advertising 
pages to total pages, which rose from 30.4 
per cent of total page volume for the 
average journal in 1953 to 39.4 per cent in 
1958. 

The above mentioned changes in circu- 
lation, page rates, and page volume of 
medical and allied journals led to a sharp 
rise in over-all dollar volume, as well as 
physical volume, of journal advertising. 


Dollar Volume 


A striking illustration of the changes 
which took place during a period of only 
five years is provided by the following 
figures on total dollar volume and physi- 
cal page volume carried by medical 
journals. The pharmaceutical industry 
in 1958 spent about $33,143,411 on medi- 
cal-journal promotion, compared with 
$10,373,000 in 1953 (an increase of 219 per 
cent).5 The growth rate far exceeded that 
of prescription volume, although the lat- 
ter also experienced a spectacular rise from 
$970,000,000 in 1953 to $1,824,190,000 in 
1958 (an increase of 88 per cent).® 

Somewhat less pronounced, but equally 
impressive, were the changes since 1953 in 
the total number of pages devoted to 
ethical drug advertising. Irrespective of 
circulation, the page total carried by medi- 
cal and allied journals rose by approxi- 
mately 172 per cent from 35,418 in 1953 
to 96,430 in 1958.7 These figures pertain 
to ethical product advertising only, which 
in 1958 represented about 70 per cent of 
all advertising pages carried during that 
year by the 250 journals covered in the 
study. Back in 1953, ethical drug promo- 
tion accounted for a mere 48 per cent of 


*Computed on the basis of information pro- 
vided by Medical Promotion Records, Inc., Darien, 
Connecticut. 

* Medical Advertising Records Service, semi-an- 
nual reports for 1953 and 1958 (Darien, Connecti- 
cut: Medical Promotion Records, Inc.). Dollar vol- 
ume for 1953 was estimated from expenditures 
during the second half of the year. 

*Same reference as footnote 1, 1953 and 1958. 

"Same reference as footnote 4. 
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the total advertising volume carried by 
those journals. 


THE OUTLOOK 


The study shows that medical-journal 
advertising during the past decade has 
experienced an unusually fast growth, 
with an acceleration occurring after 1953. 
The major factors responsible for this 
spectacular development were a sharp in- 
crease in prescription sales of ethical 
drugs, greatly increased competition 
among manufacturers, and a growing 
popularity of medical and allied journals 
and magazines as advertising media. This 
stepped-up demand led to large increases 
in the number of publications available to 
doctors, in the pages per journal devoted 
to advertising, in the ratio of advertising 
pages to total pages, and in the rates 
charged by the journals for advertising 
space. Inevitably, advertising revenue 
showed a very healthy climb. 

Not all journals were equally successful 
in improving their position, but by and 
large practically every journal on the 
market profited from these trends. New 
publications with alert management and 
adequate financial backing found a 
favorable climate for fast growth. If a 
selection is made of the fifteen most suc- 
cessful journals in terms of increases in 
advertising revenue during the period 
1953-1958, it is found that this group con- 
tains no less than six publications which 
made their appearance during the past 
twelve years. 

What will be the future for the medical- 
journal business? Although there is no 
sure answer to this question, there are 
many indications that the ethical-drug 
industry will continue to expand rapidly 
in the next two decades. Some prognosti- 
cators predict a retail prescription volume 
of more than $5,200,000,000 by 1975, com- 
pared with about $1,824,000,000 in 1958. 
If these forecasts prove to be correct, medi- 
cal-journal advertising may look forward 
to another decade or two of marked ex- 
pansion. The expected rise in industry 
sales should support at least a propor- 
tional increase in manufacturers’ expendi- 
tures on product promotion through med- 
ical and allied journals. 
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Distributing Fertilizers by 
Administrative Order in India 


retail distributors. 


His article deals with a method of dis- 
decision-making that is in- 
creasingly characteristic of the developing 
economies of Asia, that of allocating goods 
by administrative order. Nitrogenous 
chemical fertilizers in India are used as 
an illustrative example of this type of 
marketing. 

Governmental allocation of nitrogenous 
chemical fertilizers was initiated in 1943 
by the British as part of a “Grow-More- 
Food” campaign necessitated by World 
War II.! The comprehensive economic 

4V. S. Menon, Role of Fertilisers in Crop Pro- 


duction in India (New Delhi: Indian Council for 
Agricultural Research, 1954), p. 6. 


@ About the Author. J. Hart Walters, Jr. is Assist- 
ant Professor of Marketing in the Graduate School 
of Business and Public Administration of Cornell 
University. Previously he taught. Marketing at the 
Wharton School of the University of Pennsylvania, 
and at the University of Illinois. From 195! to 1953, 
he was marketing research analyst in the Economic 
and Market Research division of California Packing 
Corporation in San Francisco. 

Dr. Walters received his Ph.D. in Economics and 
Marketing from the University of Pennsylvania, and 
his M.A. and A.B. degrees in Economics from the 
University of California in Berkeley. 

In 1956-57, he studied marketing in India under a 
Ford Foundation Fellowship. The present article is 
adapted from part of his doctoral dissertation, The 
Distribution. of Chemical Fertilizers in India: A Case 
Study of the Compatibility of Government and Pri- 
vate Marketing Enterprise in an Underdeveloped Econ- 
omy. 


e@ J. HART WALTERS, JR. 


What happens when a government tries to substitute its own decisions 
for those of the market place in determining who shall consume what 
quantities of a commodity? 

The Indian Government's fertilizer-consumption goals deviated sub- 
stantially from previously existing market patterns. The Government 
was partly successful in changing consumption patterns by allocating 
fertilizer supplies to specified crops and regions in keeping with its 
planned targets. Some difficulties were encountered, largely because 
the method Government used to set its allotment quotas differed from 
those that actually determined the amounts taken by wholesale and 


planning of the present Government of 
India made its continuance and strength- 
ening more necessary. 

Alter Independence, India’s planners 
were faced with a pattern of chemical- 
fertilizer consumption that had little re- 
lationship to the nation’s need rapidly to 
increase agricultural production. Total 
consumption was far too small for agricul- 
tural requirements. Moreover, Indian 
food-grain growers averaged applications 
of about 0.50 pounds per acre of chemical 
nitrogen, while tea planters averaged 
about 35.00 pounds per acre. Minimum 
requirements for food-grains are 20 to 30 
pounds nitrogen per acre, and somewhat 
higher for tea. Regional disparities of a 
similar order are indicated.? 

Putting existing market patterns aside, 
the planners defined social need largely in 
terms of plant nutrient requirements that 
had been derived objectively from agro- 
nomic data. The resulting “ideal” pattern 
of fertilizer use provided the basis for 
setting concrete targets, regionally and 
crop-wise. These targets were significant 
in their decided deviation from extant 
consumption patterns. While all sectors of 
Indian agriculture were expected to in- 
crease their applications of chemical fer- 


*Calculated from unpublished data of Ministry 
of Agriculture; and Fertiliser Statistics: 1957 (New 
Delhi: Fertiliser Association of India, 1958), pp. 
10-15, 31-47. Consumption data are for 1954. 
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tilizers, small-scale growers of food-grain 
and other “non-plantation” crops were 
slated to obtain the bulk of planned in- 
creases in total consumption.’ It followed 
that the greatest development of distribu- 
tion facilities would have to occur in mar- 
kets where the greatest increases in con- 
sumption were planned. 

The setting of consumption goals on 
“non-market” bases resulted in a void 
that needed filling if the Government's 
policy of “bringing fertilizers to the culti- 
vator’s door” was to be adequately exe- 
cuted. Emphasis on the supply-providing 
aspects of distribution reflected the lack 
of a well-organized network of storage and 
selling points. 

This void was filled by the Agriculture 
Departments of the State Governments 
and the Ministry of Agriculture of the 
Central Government. The Centre took 
control of the disposition of all chemical 
nitrogenous fertilizers, about 85 to go 
per cent of which it allotted annually to 
State Governments for eventual distribu- 
tion to “non-plantation” farm cultivators.‘ 
The State Governments in turn made al- 
lotments to Agriculture Departmeni de- 
pots or to State-appointed and supervised 
cooperative agencies, or to private distri- 
bution agencies. 

This organizational structure lent itself 
almost naturally to the process of making 
allotments by administrative order. In 
fact, the institutional nature of the civil 
service made the method of administrative 
order a virtual necessity. Hence, the par- 
ticular method employed to distribute ni- 
trogenous fertilizers was a concomitant of 
Government's assumption of the major 
operational responsibilities of marketing. 


EFFECTS ON CONSUMPTION 

During the six-year period, 1951-56, to- 
tal nitrogenous fertilizer consumption in 
India almost doubled. Virtually all of the 
national gain in consumption went to the 
States under allocations for “non-planta- 
tion” crops.® 

*Same sources as footnote 2. 

*Same reference as footnote 2. 

® Fertiliser Statistics: 1955 (Hyderabad: Fertiliser 
Association of India, 1956), p. 6; Fertiliser Statis- 
tics: 1957, same reference as footnote 2, pp. 10-11; 
unpublished data of Ministry of Agriculture. 


Regional disparities in consumption 
were only partly ameliorated. The per- 
centages of total Indian consumption 
shown by each of four “fertilizer regions” 
were closer, in 1956, to targeted regional 
percentages than in 1951. However, only 
one of the four regions achieved its goal 
in 1956. Consequently, there was still a 
geographic imbalance of consumption in 
relation to goals, although to a lesser de- 
gree than in 1951.° 


PROBLEMS OF THE SYSTEM 


Difficulties in distributing chemical fer- 
tilizers in India reflect many of the prob- 
lems of that country; but a certain “core” 
of problems arises from the distribution 
system itself. These relate, first, to the 
size of allotments from Central to State 
Governments, and, second, to allocations 
within the States themselves. 


Central Government Allotment to the States 


The Centre's primary concern has been 
to increase chemical fertilizer consump- 
tion each year in phase with targets de- 
rived from agronomic data. State officials 
are equally interested in such increases, 
but their views of allotment size relate 
more closely to actual problems they en- 
counter in distributing fertilizer materials 
in their territories. 

State Agriculture Departments bear the 
main responsibilities for carrying on the 
daily work of distribution. Hence, a 
State’s counter-pressure to the Centre's 
pressure for larger allotments is to ask for 
more support in working with operational 
distribution problems. This reflects the 
fact that the prime source of problem is 
a lack of resources. Accordingly, the Cen- 
tre has made available increased funds 
for giving co-operatives loans to build 
warehouses, funds for low-interest loans to 
farm cultivators, and free fertilizers and 
professional staff assistance for conducting 
demonstrations of fertilizers in growers’ 
fields. 


Allotment Within the States 


Within the limitations of centrally fixed 
controls over prices and interstate move- 
ment of nitrogenous fertilizers, State Gov- 


* Same sources as footnote 5. 
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ernments have been delegated complete 
authority over intra-State distribution. 
There is a considerable difference between 
the method of planned allotment followed 
by the Centre and the actual distribution 
practices of many of the States. Like the 
Centre, the States are dedicated to the 
general principle of planning fertilizer 
consumption and distribution; and the 
principle is followed to the extent that 
State Agriculture Departments formally 
assign quotas to the smaller political sub- 
divisions in their territories. But the de- 
gree of correspondence between assigned 
quotas and what is actually distributed 
depends on the kind of distributive or- 
ganization set up within the State, and 
the procedure by which actual disburse- 
ment of fertilizers is determined. 

In recent years, the marketing structure 
in the States has shifted from the use of 
Agriculture Department Depots under di- 
rect control of the Departmental staff to 
agents or distributors appointed and su- 
pervised by the administration. Despite 
Governmental emphasis on developing 
the quasi-public rural co-operative socie- 
ties as the main instrument of agricultural 
supply and marketing, actual appoint- 
ment of fertilizer-distributing agencies 
was based largely on the expedient of who 
was available. The resulting, mixed struc- 
ture of appointive agencies suffered from 
one serious weakness from the allotment- 
making standpoint: the Governments had 
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little power beyond friendly persuasion 
in determining the size of allotment for 
the appointee. 

By the same token, the actual procedure 
of initiating shipment generally depended 
on the distributive agency ordering or 
requisitioning the goods. This was espe- 
cially the case in States where the ap- 
pointed distributors took title to and paid 
for the fertilizers on receipt of the railway 
bill of lading. In States in which distribu- 
tors took fertilizers on consignment ac- 
count, it was somewhat easier for the 
administrations to initiate shipments 
against quotas. 

The difficulties noted reflect the simul- 
taneous use of market and non-market 
criteria to determine distribution pat- 
terns. The quota-setting activities of Cen- 
tral and State authorities are based 
primarily on plant-nutrient requirements. 
But the procedures that often determined 
the amounts actually shipped to distribu- 
tors were to a considerable extent based 
on concepts of probable profitable sales, 
distinctly a market criterion. 

In the last analysis, maintaining par- 
ticular kinds of distributive practice rests 
on the ultimate consumer’s acceptance of 
the goods involved. Even a completely 
consistent system of administrative allot- 
ment at all stages of the distribution chan- 
nel can survive only on the basis of con- 
tinued consumer purchase of the supplies 
made available. 


In the early days of a certain company’s realization that public rela- 
tions was a dynamic new management tool, one marketing executive 
sought continually to display his superior knowledge of the craft during 
a meeting, even though his knowledge was faulty. 

Exasperated, the gentleman whose title was Director of Public Re- 
lations drew himself up and blandly asked: “Do you object to my asking 
what experience you have had in handling public relations?” 

Then, quickly, he answered his own question by adding: “Oh, yes, 
I'm sure your experience is limited to today. But I mean—what time 


today?” 
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“Line of Best Fit” 


An Alternative Statistical 


e THOMAS T. SEMON 


Trends and regression lines are almost always computed via the least- 
squares method. A conceptually simpler approach, resulting in geomet- 


OST statistical texts confine themselves 
to the least-squares method for de- 
termining trend lines and regression lines. 
This method is solidly grounded in sta- 
tistical theory. But the mathematical 
criterion is difficult to justify to a non- 
statistician; and the resulting line, in one 
sense, is not the line of best fit. 

The line that best describes the over- 
all relationship depicted by a scatter dia- 
gram is one so drawn that the sum of all 
vertical distances from actual observation 
plots to that line is minimized. A graphic 
approach for obtaining this line appeared 
in the February, 1950, issue of The Ameri- 
can Statistician.1 The concept of the geo- 
metric best-fit was first discussed at some 
length by the French mathematician de 
Laplace about the year 1800. 


TERRITORY SIZE VERSUS 

SALES PERFORMANCE 
Our illustration is based on a manu- 
facturer’s attempt to answer the question 
whether salesmen in smaller territories 
tended to achieve significantly better per 
capita order ratios than those in larger 
territories. If they did, company manage- 
ment would consider subdividing the 
larger territories. The company in ques- 
Frederick Mosteller, ed. “Question 25”, The 


American Statistician, Vol. 4 (February, 1950), 
PP- 14-15. 


®@ About the Author. Thomas T. Semon is a research 
consultant on the staff of Stewart, Dougall and As- 
sociates, Inc., New York, and is serving as vice- 
chairman of the Marketing Research Techniques Com- 
mittee of the American Marketing Association. He is 
the author of several articles and pamphlets on 
practical applications of statistics and statistical 


rically true “best fit,” is illustrated here. 


tion operated eleven territories, with the 
following results: 


Orders: 
Territory Size cents per 
(No. of thousand 
Territory drug stores) population 
# (X) (¥) 
1 2,824 810 
2 5,439 536 
3 5,218 529 
4 2,289 925 
5 2,477 737 
6 2,083 824 
7 6,164 630 
8 4,993 739 
9 2,273 731 
10 3,897 844 
11 2,692 643 
Total 40,344 697 (weighted) 


The traditional least-squares correla- 
tion yields a coefficient of borderline sig- 
nificance (r? = .44), and the slope of the 
estimating equation is —.0566. Even if a 
direct cause-and-effect relationship is as- 
sumed to exist between territory size and 
per capita sales, the effect of any reason- 
able territory realignment would be 
slight. For a territory of 2,500 stores, of 
which there could be 16 instead of the 
present 11, the theoretical improvement 
in per capita orders would be less than 10 
per cent. 


DETERMINING THE LINE OF "BEST FIT" 

A similar conclusion is reached by use 
of the “best-fit” line. To compute this re- 
gression, the data are converted into devi- 
ations from their means, x = X — X, and 
y = Y —Y. Since each territory is counted 
as an equal observation, the unweighted 
average of Y (725) must be used instead of 
the weighted over-all average. Three sim- 
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ple computations and a ranking step are 
needed: 


1. Take the “absolute” sum of x, regardless 
of sign, to be called T,. (The absolute 
sum of y is needed only if a coefficient of 
association is to be computed.) 

. For each observation, compute an ap- 
proximate y/x ratio—it need be close 
enough only for ranking purposes. 

. Rank the observations in ascending or 
descending order of y/x. 

. In the order of this ranking, accumulate 
the absolute values of x regardless of 
sign, until a total is reached that equals 
or exceeds one-half of the absolute sum 
of x obtained in Step 1. 


The y/x ratio identified in this last step 
is the slope of the “best fit” line. In effect, 
each y/x is the slope of a line passing 
through the co-ordinate observation plot, 
and the co-ordinate mean. If each slope 
is presumed to occur with a frequency 
proportional to its corresponding x-value, 
the “best-fit” line is the median slope in 
the resulting distribution. 

These operations for the above eleven 
sales territories look as follows: 


= 
COI 33 


® Exceeds 14,746:2, or 7,373. 


The median is reached with territory 
#7, and now the corresponding y/x ratio 
is computed more precisely as —.0380, the 
slope of the “best-fit” line. 


COMPARISON WITH LEAST-SQUARES LINE 


On the basis of this regression, the theo- 
retical improvement possible in per capita 
orders by subdividing into sixteen terri- 
tories would be even less—about 6 per 
cent, as compared with 10 per cent from 
the least-squares equation. Either way, the 


direct benefits that might accrue from 
territory subdivision were judged to be 
too slight, in view of the fairly low sig- 
nificance of the relationship and of the 
administrative costs that would be in- 
volved in the proposed territory changes. 
A coefficient of association, more nearly 
comparable to r than to r?, can be com- 
puted from the “best-fit” regression by the 
formula: 
T,b 
Ty 


which equals —.49 for the above example. 
The corresponding least-squares coeffi- 
cient is r = —.66. 

The slope of the “best-fit” line tends to 
be less steep than that of the least-squares 
line, because it is more sensitive to ex- 
tremes in the independent variable. At 
the same time, it is influenced far less 
strongly by isolated freak values in the de- 
pendent series. Conceptually, it compares 
to the least-squares fit roughly as a median 
compares to a mean. 

This property makes it particularly 


Az 


Rank 
(descending ) 


Cumulative 
Absolute x 


Approx. 
y/* 
| 
| 
—.06 


+.01 
—.00 
+5 
+.1 


(5,116) 


(7,612)* 


suitable for determining trend lines, 
where the independent variable—time—is 
continuous, and minimization of acciden- 
tal observations is highly desirable. Also, 
in trend work, the arithmetic of the time 
variable (x) is relatively simple, compared 
to the squares and product-sums required 
for least-squares work. 

The “best-fit” line can be applied to 
nonlinear relationships by converting the 
original data to logarithmic or other func- 
tions, and then proceeding as above. 
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— 844 +115 
+1,771 —189 
+1545 —196 
—1,379 +200 
—1,191 + 12 5 
—1,585 + 99 
+2,496 — % 6 
+1,325 + 14 (2,530) 
—1,395 + 6 4 (3,925) _ 
10 + 229 +119 1 ( 229) 
11 — 976 — @ 2 (1,205) 

(Total) (14,746) (1,117) 
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A Pioneer in Marketing .. . 


Hugh Elmer Agnew 


By WILLIAM J. McKEON 
New York University 


UGH ELMER AGNEW was born in Hills- 

dale County, Michigan, January 31, 
1875. Exactly eighty years later he died, 
July 31, 1955, after a long and dis- 
tinguished service to marketing and busi- 
ness. 

His entry on the academic scene took 
place as Superin- 
tendent of Schools, 
Portland, Michigan 
(1898-1901), after 
graduation from 
State Normal Col- 
lege, Ypsilanti, 
Michigan. He con- 
tinued his academic 
work and received 
a degree from Uni- 
versity of Michigan 
in 1igo2. After a 
year as Superin- 
tendent of Schools 
at Howell, Michi- 
gan, he moved into 
the fields of busi- 
ness and publish- 
ing. For a decade 
he published a 
newspaper in Do- 
wagiac, Michigan, 
and found time 
also to conduct a profitable mail order 
business in printing. 

With this background, Dr. Agnew 
joined the Journalism Department at the 
University of Washington, where he 
nurtured a single course in Marketing into 
a series of courses (1913-1916), out of 
which grew the School of Commerce at 
that University, the first evidence of his 
pioneering proclivities in marketing. 

In 1916 Dr. Agnew was back in the busi- 
ness field for two years as Sales Manager 
of A. Schilling and Company, and then 


HUGH ELMER AGNEW 


back to journalism as Editor of Western 
Advertising and the Automotive News. 
His challenging approach in the editorial 
columns of these publications developed 
controversy that stimulated specific ad- 
vances in thought in both these fields. In 
1920 he moved to the editorial staff of 
Printers’ Ink and 
became a frequent 
contributor to 
Printers’ Ink 
Monthly. 

In 1920, too, he 
joined the Depart- 
ment of Marketing 
faculty of New 
York University as 
Associate Professor 
and attained the 
rank of Professor 
in 1922. He became 
Chairman of the 
Department in 
1928 and contin- 
ued in that post 
until his retire- 
ment. Here his in- 
fluence was mani- 
fest in the realign- 
ment of the Mar- 
keting curriculum 
to integrate and broaden the coverage and 
give due recognition to areas outside the 
direct fields of advertising and selling. 
Under his guidance Marketing Research 
areas of the curriculum were given added 
stimulus. 

By 1926 Dr. Agnew’s journalistic efforts 
began to take book format, and by 1941 
he had authored or co-authored some half- 
dozen books in diverse fields of advertising 
and general marketing, and extensive arti- 
cles for the Encyclopaedia Britannica. His 
Co-operative Advertising by Competitors 
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(1926), Advertising Media—How to Weigh 
and Measure (1932), Outdoor Advertising 
(1938), and Marketing Policies (1941) are 
considered pioneering works in their re- 
spective fields. Even when read against 
the developments of a generation, some of 
these contributions still seem timely. He 
also co-authored the widely used text, 
Outlines of Marketing, through three edi- 
tions (1936, 1942, 1950). 

His early efforts at measurement in the 
field of advertising media made him a 
recognized force in the drive which still 
continues, to attempt to demonstrate the 
value received for the huge investments 
being made in advertising space and time. 
His book on the subject was merely a 
jumping-off point. His speeches before ad- 
vertising and media groups stimulated 
critical discussion which moved the goal 
discernibly nearer. Without the benefit of 
present-day measurement techniques, he 
offered some stimulating and meaningful 
observations in the area. 

His Marketing Policies literally pio- 
neered the currently popular area of Mar- 
keting Management. Approaching market- 
ing from a qualitative rather than a quan- 

: titative angle, it viewed marketing aspects 
from the standpoint of “What is it worth?” 
rather than “What is it or where did it 
come from?” The volume also presented 
for the first time significant treatment of 
such topics as leased departments of stores 
and supermarkets, interstate barriers to 
trade, and sampling. 

In the affairs of the American Market- 
ing Association, Dr. Agnew was an equally 
progressive factor. In 1915 he was a par- 
ticipant at the first meeting of a group 
that has since grown into the AMA. This 
group, which formally organized at the 
meeting, named itself the National Asso- 
ciation of Teachers of Advertising. The 
name, interestingly enough, was fully de- 
scriptive of the interests of a large ma- 
jority of the members, since the teaching 
of marketing at that early date had not 
yet emerged as of great importance. 
Through the name changes that marked 
the growing importance of marketing in 
both the Association and the business 
world, Dr. Agnew maintained a constant 
and active interest in the Association, 
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serving it in numerous capacities, includ- 
ing Secretary (1929-1935) and President 
(1936). It was his responsibility, as well as 
his reward for a long-time campaign, to 
close the affairs of the old Association and 
to pass on the gavel to Frank R. Coutant, 
first president of the American Marketing 
Association in 1937. 

In a short history of the Association pre- 
pared by Dr. Agnew for the 25th Anni- 
versary Dinner of the Association and 
printed in the JOURNAL OF MARKETING 
(April, 1941), Dr. Agnew summed up his 
sketch of the Association’s development 
by again flinging down the gauntlet to 
both teachers and businessmen when he 
wrote: “We have passed the place where 
we teach only what business does. We do 
not hesitate to criticize business where it is 
inefficient in method or uneconomic in 
purpose.” 

Today this is hardly a challenge; rather 
it is a fact. But eighteen years have seen 
much change. At that time, it is true, the 
leaders in the field practiced Dr. Agnew’s 
dogma, but many a teacher and practi- 
tioner did not. 

In addition to his other extracurricular 
activities, Dr. Agnew’s contributions to 
advertising were particularly important 
during the period 1922-1925 when he 
served as Director of Research for the 
Periodical Publishers Association. During 
this time he issued about one hundred 
studies of the leading advertisers in vari- 
ous fields, as well as related material. 

Another of his contributions to the 
evaluation of advertising media was a 
major study involving some 22,000 New 
York City families, to determine news- 
paper reading habits in that city. The 
critical analysis of the research findings 
opened a fresh avenue of evaluation for 
the researchers of the day. 

During the 1930s Dr. Agnew was of 
much value to business as a marketing 
consultant and expert witness in business 
litigation. Among others he served the 
Bulova Watch Co., National Distillers 


Products Co. vs. K. Taylor Distilling Co., 
and Standard Brands. 

In 1935 Dr. Agnew received the honor- 
ary degree of Litt.D. from Huntington 
College, Huntington, Indiana, and in 


. 
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1942 the honorary degree of LL.D. from 
Hillsdale College, Hillsdale, Michigan. 
Perhaps a single observation cannot be 
made to sum up Dr. Agnew’s contribu- 
tions. Many of them are not of a formal 
nature. But his stimulating mind spurred 
many others to extend themselves in their 
work. The single characteristic that seemed 
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© Regarding A PIONEER IN MARKETING. In order 
to pay tribute to the men who have been leaders in 
the field of marketing, some years ago the American 
Marketing Association established a Committee on 
Biographies to run a series of statements on the 
pioneers in the field. In this series the Association 
honors the distinguished men of the past, and those 
of the present who are approaching retirement, who 
have contributed in an outstanding way to the 
thought and development of marketing. 
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Climate of Creativity .. . 


Since the dawn of history, the professional in any field has been used 
to and expects a certain deference based on his advanced knowledge 
and skill. The man of ideas, be he artist, philosopher, or scientist, has 
always insisted on creating for himself a climate where ideas flow freely 
or, at the very least, where he can find independence within a group 
effort dedicated to similar pursuits. 

Creative activity cannot be forced. The creative people of this world 
have always been the free, unchanneled minds, the noncomformists, 
the individualists, the uninhibited. It is perhaps worth noting that 
throughout history, the greatest additions to our cultural heritage have 
been made where and when the artist has been revered. It is, perhaps, 
even more to the point to note that in Russia, where the scientist is 
placed on a pedestal, scientific and technical progress is racing ahead 
today at a pace we are finding it difficult to match. 


—Charles D. Orth, III 
“The Optimum Climate for Industrial Research” 
Harvard Business Review 

Vol. 37 (March-April, 1959), p. 58. 
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Industrial Marketing . . . 


By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt & Reed, Inc. 
Chicago 


oT a single industrial firm has its 
marketing-manpower problem really 
solved. This is a continuing problem—the 
kind of “nightmare” that sometimes keeps 
company presidents awake nights. 

With a constantly growing economy, with 
marketing and selling the key to. keeping 
our country’s productive capacity hum- 
ming full blast, and with the general ac- 
ceptance of the total marketing concept 

. the marketing-manpower problem 
heads the problem list of many firms. 
There are lots of theories, philosophies, 
and checklists on the subject of “character- 
istics which every good salesman should 
have.” And there are literally hundreds of 
articles and speeches which describe the 
business and personal characteristics that 
make for the successful marketing execu- 
tive and sales manager. 

Basically, though, the real problem is 

that of finding ~nd properly evaluating 
potential manage:nent executives. A com- 
pany can usually keep its sales force ade- 
quately staffed, but the hiring and de- 
velopment of a continuing flow of man- 
agement-caliber men is a much tougher 
job. 
: There are many philosophies and 
methods being used by industrial concerns 
to attack this problem. Here are just a 
few: 


. . . A major materials-handling equip- 
ment manufacturer assigns the problem to 
personnel and management consulting 
firms. These companies spot, interview, 
and recruit top marketing men for the 
open executive positions. It is the hard- 
headed concept of this manufacturing con- 
cern that it pays off “to let our competitors 
or the major corporations do the training 


Five Keys to Successful Marketing Leadership 


for us.” Naturally, if there are promotable 
men within the company they get the top 
marketing jobs. But it is infrequent when 
any company has all the promotable po- 
tential executives it really needs. 

...A safety-equipment firm in the 
midwest has a formalized program that 
insures that all potential marketing man- 
agement men spend at least a year or two 
in several other functions of the business. 
A recently promoted product sales man- 
ager had actually started in the engineer- 
ing department, then had spent two years 
in production, before joining the sales 
force. This policy gives such a man an 
excellent feeling for all phases of the 
business. 

. . . Arecent trend in the development 
of top marketing personnel is found in 
the increasingly popular policy of pro- 
moting men from marketing research, ad- 
vertising, and product development. His- 
torically, companies have usually given 
the top sales and marketing jobs to men 
from their sales forces. This is no longer 
so true, as organizations are realizing that 
many requirements and qualifications in 
addition to selling experience are needed 
by marketing managers today. 

. . » Even beyond the practice just men- 
tioned is the tendency for more and more 
manufacturers to promote to top market- 
ing positions men from entirely different 
jobs and experience. For example, Russell, 
Burdsall and Ward Bolt and Nut Com- 
pany, Port Chester, New York recently 
shifted its Vice President of Engineering 
to Vice President of Sales. The theory is 
to promote the man who has the best all- 
round capacities and abilities of executive 
leadership, with his specific experience 
being of lesser consideration. 
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A review of those factors and character- 
istics which seem common to successful 
marketing leaders is a good first step in an 
approach to the manpower problem. As a 
result of a rather comprehensive study on 
this subject, Marsteller, Rickard, Geb- 
hardt and Reed, Inc., advertising agency 
of New York, Chicago, Pittsburgh, and 
Houston, developed five characteristics or 
factors which are important in insuring 
success in marketing management. 

1. Understanding the Fundamentals. In 
any phase of business and most certainly 
in marketing, the knowledge and full 
understanding of basic business funda- 
mentals and principles is a necessity. Hav- 
ing the capacity to understand the 
interrelationships of production, finance, 
distribution, research, and marketing is 
essential to top marketing men. Thorough 
grounding in sales training, compensation 
practices, marketing research, advertising, 
personal selling, and product develop- 
ment are essential for the successful mar- 
keting manager. 

Look for and measure this fundamental 
knowledge as an initial step to the evalua- 
tion of potential executives. 

2. Incessant Quest for Continuing Edu- 
cation. There is never quite enough time 
to learn all that could be, and should be, 
learned. The race for education never 
stops. And most successful businessmen 
recognize this fact. Further, they accept it 
as a way of life and continue to educate 
themselves formally and informally. In 
fact, the more successful one becomes, the 
more he is likely to be studying reports, 
reading trade magazines, and attending 
courses, meetings, and conventions. 

In evaluating possible marketing-man- 
agement prospects, try to spot a man’s de- 
sire to educate himself—continuously. 

g. The Principle of the Extra 10%. 
This is an old and basic principle of busi- 
ness success. It concerns hard work. 

Very simply—it has been observed that 
those men who “put out” that extra 10 per 
cent of effort usually separate themselves 
rather quickly from other businessmen. 

That 10 per cent is only an extra forty- 
eight minutes in an eight-hour day. It is 
only three or four extra sales calls in a 
full week’s work. It is only two or three 
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articles out of Business Week, Fortune, 
The Harvard Business Review, or the 
JOURNAL OF MARKETING. 

So, in selecting men for the sales force 
and for marketing-management positions, 
look for demonstrated evidence of the 
“principle of the extra 10 per cent.” 

4. Enthusiasm. A healthy, optimistic 
outlook toward his job, his problems, and 
his products, plus an enthusiastic ap- 
proach to the day-to-day activities, often 
helps a man to overcome limitations of 
ability or experience. 

Certainly in marketing the quality of 
enthusiasm is a catalyst in the composition 
of many successful men. Many times en- 
thusiasm is both the cause and effect of 
their having fun in their job and per- 
forming well in their work. One man has 
enthusiasm for thirty minutes .. . an- 
other has it for thirty days . . . but it is 
the man who has it for thirty years who 
has the advantage. 

As a factor contributing to management 
success, enthusiasm is obviously intangible 
and certainly difficult to measure. On the 
other hand, it is a quality often quite 
evident to a man’s associates and, most im- 
portant, to his prospects and customers. 
Certainly a successful marketing executive 
needs it. 

5. Ability to Communicate. Communi- 
cation has been called top management's 
number one problem today—the communi- 
cation of management plans, policies, phi- 
losophies, and directives to employees. This 
also involves communication from the bot- 
tom to the top, so that employee problems 
and desires are known to management. Im- 
proper, faulty communication or even 
lack of communication is often the source 
of business problems. 

Marketing is basically mass communi- 
cation. So, a proficiency in communicat- 
ing the written or spoken word is 
practicall: a prerequisite before advance- 
ment to marketing management. Such 
proficiency can be obtained by both in- 
formal and formal instruction. 

In the selection and development of 
salesmen and marketing men be sure to 
include the ability to communicate as an 
essential requirement for executive re- 
sponsibility. 
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Legal Developments 
In Marketing. . . 


KENNETH J. CURRAN, Editor 
Coloredo College 


MARSHALL C. HOWARD 
University of Massachusetts 


The most important recent developments in the 
legal framework within which marketing must 
function are reported under the topical outline 
presented below. More detailed information about 
individual items may be obtained by reference to 
the source cited for each case. References to CCH 
are to the Commerce Clearing House Trade Reg- 
ulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 


. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


. REGULATION OF UNFAIR COMPE- 
TITION 
A. Advertisin 
B. Nonadvertisting Promotional Methods 
C. Trade-Marks and Trade Names 


VI. PROCEDURAL AND MISCELLANE- 
OUS DEVELOPMENTS 


HENRY D. OSTBERG 
New York University 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


Affiliated Music Enterprises, Inc. v. Sesac, Inc., 
CCH 4 69,376 (CA-2, June, 1959). [K.J.c.] 


This treble damages suit holds no particular 
interest for the business community beyond its 
contribution of further evidence that the courts, 
in spite of the famous Du Pont cellophane deci- 
sion, persist in taking narrow views of the market 
—an important matter in antitrust cases since the 
outcome may well depend upon it. 

In the suit under discussion, the lower court 
had found that the performance rights to gospel 
music constituted a distinct market subject to 
monopolization, and the Court of Appeals now 
upholds that opinion. Gospel music is music in a 
homely vein on religious subjects and is “music 
distinct from other popular music . . . without 
substitutes which will equally satisfy its devotees.” 

As the years pass, less and less seems to re- 
main of the Du Pont cellophane decision. How- 
ever, it does remain a straw at which hard- 
pressed defendants in monopolization suits may 
grasp and it will remain a convenient excuse 
for courts intent upon finding a defendant inno- 
cent. 


B. Collusive Practices 


Crane Distributing Company v. Glenmore Dis- 
tilleries, CCH § 69,371 (CA-6, June, 1959). [K-J.c.] 
All price-fixing that takes place in the inter- 
state commerce of the United States in the ab- 
sence of some special legal immunity is illegal, 
and it makes no difference whether the price set 
is wholesale or retail or whether it is a maximum 
or a minimum. 

That is the ruling of Judge Mathes in setting 
aside the summary judgment of a lower court 
which had dismissed a treble damages suit against 
a distiller who had canceled the franchise of a 
distributor because the distributor had refused 
to give specially low prices to retailers. 

Most price-fixing cases involve an effort to set 


8! 


EDITORIAL STAFF 
Fi 
I 
Ill 
IV 
5 
= 


82 JOURNAL OF MARKETING 


high, non-competitive prices. This decision is a 
reminder that it is equally unlawful to set low 
prices by agreement. 


C. Market Exclusion Tactics 


Scapa Dryers, Inc. v. Abney Mills, CCH 4 69,392 
(CA-5, June, 1959). [K.J.C.] 

An agreement assigning loom patents to an 
American firm and giving the firm a perpetually 
exclusive right to use such looms in this country 
would be invalid. Such an agreement would be 
in unreasonable restraint of trade because of its 
unlimited nature with respect to its duration. 
Moreover, its effect would be to deprive the 
patentee of the right to sell such looms in this 
country after the patents had expired, which 
would constitute an illegal extension of the patent 
monopoly. The price exacted by society for the 
limited monopoly conferred by a patent is full 
disclosure of details and the consequent right of 
the public to use the invention after the mo- 
nopoly has run its legal course. The patentee can- 
not exclude himself from that right in assigning 
his patents. 

Such, in essence, is the lesson taught by the 
decision here reported. 


Ill. REGULATION OF PRICE 
COMPETITION 


B. Resale Price Maintenance 


1. Allied Properties v. Board of Equalization of 
the State of California, CCH 4 69,401 (Cal. Dist. 
Ct. of App., May, 1959) [M.c.H.] 


A California Court of Appeals has upheld the 
constitutionality of the provisions of the Califor- 
nia Alcoholic Beverages Control Act which make 
resale price maintenance of distilled spirits and 
wine mandatory with enforcement in the hands 
of the state. This was not deemed to be an 
unlawful delegation of price fixing power to pri- 
vate individuals. The Court could see no differ- 
ence in the delegation of legislative power be- 
tween the A.B.C. Fair Trade Act and other fair 
trade laws. Furthermore, it noted that the power 
of the legislature was greater in this case where 
there were greater “possibilities for evil and ill 
effects upon the public welfare.” The law was 
avowed to promote temperance, and the dis- 
couragement of price cutting and maintenance 
of price stability were assumed to reduce the 
threat of overindulgence. 


2. 1959 Ohio Fair Trade Law. [M.c.H.] 


In January, 1958, the Ohio Supreme Court 
upset the state fair trade law on the basis of the 
non-signer provision, (Union Carbide and Car- 
bon Corp. v. Bargain Fair, Inc., reported in this 
section July, 1958.) As to be expected, efforts were 
made to rewrite the law to make it acceptable to 
the Courts, and the new law was passed by the 
legislature in July, 1959, over the Governor's 
veto, to be effective October 22, 1959. 

Ohio adopted a now familiar appreach to get 
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around the unacceptability of the non-signer 
clause, (See Indiana Fair Trade, this section, Oc- 
tober, 1959.) Notice to the distributor by the 
producer of the branded goods that the latter is 
establishing minimum resale prices is all that is 
necessary in order to bind the distributor to the 
stipulated prices; ie., acceptance of the goods 
with such notice constitutes an agreement not to 
sell at less than the minimum price. Notice may 
be given by mail, through advertising, or attached 
to package, container, or invoice. It may even be 
imparted orally, although the statute states that 
a letter through the United States mail will pro- 
vide prima facie evidence of actual notice. It 
would seem, therefore, that resale price main- 
tenance has again surfaced for breath. 


C. Price Control (Minimum and Maximum) 


1, Safeway Stores, Inc. v. Oklahoma Retail 
Grocers Association, Inc., 79 S. Ct. 1196 (June, 
1959)- [M.C.H.] 


The U.S. Supreme Court, in upholding a deci- 
sion of the Oklahoma Supreme Court involving 
that state’s Unfair Sales Act (reported in this sec- 
tion July, 1958), has added some of its own views 
on the subject of trading stamps. 

Safeway Stores had been denied the right to 
meet trading stamp competition by making price 
reductions. The Oklahoma Court took the posi- 
tion that trading stamps were a form of cash dis- 
count, or a reduction given to customers for 
prompt payment of cash, and therefore could not 
be considered a price cut which could be met by 
a competitor. As was pointed out in this section 
before, the cash discount concept is open to seri- 
ous question. Just to mention one alternative 
view, a dissent in the Oklahoma opinion was to 
the effect that the giving of trading stamps was 
really a matter of selling two articles for the 
price of one. 

The U.S. Supreme Court decided not to inter- 
fere with Oklahoma’s own choice of policy from 
among the “clash of expert opinion.” It did 
think, however, that the Oklahoma decision had 
ample economic justification on two grounds. 
First, trading stamps are given “across the board” 
whereas Safeway’s price-cutting was selective. One 
of the principal aims of state below-cost laws is 
to eliminate loss-leader selling, a practice which 
the Court noted can be a destructive means of 
competition and misleading to the consumer. Sec- 
ond, the view was expressed that trading stamps 
influence customers only when the prices of com- 
petitors are the same, but that they lose their ap- 
peal when a competitor's prices are cut to the 
extent of the value of the trading stamps. 

It is still doubtful, however, that this trading 
stamp issue has been put to rest, for Safeway was 
given permission by the Oklahoma Court to issue 
“trading stamps, cash register receipts, or other 
evidence of credit issued as a discount for prompt 
payment of cash . . .,” and during the course of 
the litigation it did offer its own cash «discount 
coupons. 
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2. State of Kansas v. Consumers Warehouse 
Market, Inc., CCH 469,429 (Kansas Supreme 
Ct., August, 1959). [M.C.H.] 


The Kansas Unfair Practices Act has been de- 
clared unconstitutional by the State Supreme 
Court on the ground that it arbitrarily exempted 
a special group of sellers. The exemption of grain 
and feed dealers from the provisions of the state 
law against selling below cost was deemed a dis- 
crimination which deprived other sellers of the 
“equal protection of the laws” as provided for by 
the 14th Amendment to the Constitution of the 
United States and which caused the Act not to have 
a “uniform operation throughout the state” as 
required by the Kansas Constitution. 

In the 1958 testing of this law (reported in this 
section April, 1959) a cost proviso was declared 
unconstitutional, but it was separable from the 
rest of the Act. In this case the invalid portion 
of the law was considered such an integral part 
of the statute that the law fell as a whole. A suc- 
cessful rewriting of a sales-below-cost law for 
Kansas depends, then, on the elimination of such 
an “arbitrary” and “unreasonable” discrimina- 
tion from the Act itself. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 


B. Relations Between Buyers and Sellers: Ex- 
clusive Dealing Arrangements, Etc. 
1. Englander Motors, Inc. v. Ford Motor Com- 
pany, CCH 4 69,366 (CA-6, May, 1959). [M.c.H.] 


The question of the power which an automo- 
bile manufacturer can exert over a dealer through 
the franchise agreement, which was being investi- 
gated by Congress not too long ago, has now been 
aired in court. 

In this case the requirement by an automobile 
manufacturer that an authorized dealer deal only 
in that manufacturer’s parts and accessories, ex- 
cept under certain conditions, is being challenged 
as a violation of Section 3 of the Clayton Act. The 
excepted conditions were where the manufacturer 
was unable to supply the parts or where the pur- 
chaser had specifically requested another suppli- 
er’s part. The Court of Appeals decided that it 
remains for the District Court to resolve this 
issue, for two principal reasons: first, the facts 
were not clear as to whether the sales of unau- 
thorized parts or accessories were made by the 
dealer under the restricted conditions laid down 
by the manufacturer, and second, findings must 
be made on the issue of substantiality. Here the 
Appeals Court refers to the case of Standard Oil 
Company of California v. US., 337 US. 293 
(1949), wherein exclusive dealing contracts cover- 
ing gasoline, oil, and automobile parts and acces- 
sories amounting to 6.7 per cent of the market 
for gasoline in a seven state area was deemed sub- 
stantial. 

Violations of Sections 1 and 2 of the Sherman 
Act were also charged in this private treble dam- 
age suit, the exclusive dealing requirement being 


alleged an unreasonable restraint of trade and 
providing the monopoly power to fix prices. 
These questions also remain to be answered, for 
the manufacturer’s contention that protection of 
its good will and its guaranties make for reason- 
able restraints had yet to be determined by proofs 
(rather than be resolved on a motion to dismiss), 
and the question of the proper market area had 
yet to be adequately defined. 

Another related issue still to be resolved is that 
of the short-term (60-day) cancellation. clause, 
which the dealer in this case said was used to 
force him to sell his business at less than its real 
value. The Court notes that such a cancellation 
clause is not itself bad, but would be bad if its 
exercise contributed to the existence of monopoly 
power. 


2. U.S. v. Sun Oil Company, CCH 4 69,398 
(D.C., E. Pa., July, 1959). 


US. v. Standard Oil Company of Califor- 
nia, et al., CCH 4 69,399 (D.C. S. Cal., June, 1959). 
[M.c.H.] 


Back in 1949 the U.S. Supreme Court declared: 
that written contracts between Standard Oil Co. 
of California and service station dealers calling 
for exclusive dealing in gasoline, motor oil, and 
TBA (tires, batteries, and accessories) were in vi- 
olation of Section 3 of the Clayton Act. And in 
1951 oral and written agreements of a similar na- 
ture of the Richfield Oil Company were likewise 
found to lessen competition substantially (99 Fed. 
Supp. 280; affirmed per curiam on the basis of 
the Standard of California case, 343 U.S. 922). 
Now Sun Oil Company, in a case instituted in 
1950, has finally been struck down for the same 
offense even though supply or lease rental agree- 
ments have not contained any express provisions 
prohibiting a dealer from carrying competitive 
products or requiring exclusive handling of Sun 
products. Sun simply has refused to supply dealers 
unless they orally or tacitly agreed to handle only 
Sun's products. And Sun supported this position 
by ‘implementing devices such as minimum quan- 
tity purchase requirements, the maintenance of a 
required ratio between gasoline and motor oil 
purchases (e.g., minimum purchases of gasoline 
had to be accompanied by purchases of motor oils 
on a 65 to 1 basis), and refunds to dealers on a 
progressive percentage scale based upon ‘quantity 
of products purchased. Failure on the part of the 
dealer to meet minimum requirements gave Sun 
the right to cancel the supply agreement, which 
usually has been for a term of one year. For the 
dealers who leased their station properties from 
Sun the latter has had the right to remove the 
dealer on go days’ notice. 

The Court states that the United States is en-' 
titled to a decree enjoining the forced exclusive 
dealing. But it remains to be seen whether the 
service station market will become truly open to 
all competitive products and whether the service 
station operator's independence of action is af- 
fected by this decision. Judge Ganey noted that 
this was a “collective, although not collusive” pol- 
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icy and practice of Sun and the major suppliers 
of gasoline. The previous decisions have not had 
an appreciable influence on actual practice, as any 
observer can see, (The Court itself noted that a 
dealer’s freedom to handle competing products in 
any quantity he so chooses is not evidenced by the 
fact that a dealer may have a few containers of 
competitive motor oil or TBA on hand.) Certainly 
where a dealer operates on a renewable lease con- 
trolled by the supplier, he knows that it is best 
to comply with the latter’s persuasion. And the 
lease is the means of entry for a large percentage 
of this category of small businessman. Besides, it 
may simply be more economical for a dealer to 
have all his supplies come more or less automati- 
cally from one source; it may be easier to store 
(especially gasoline) only one brand of goods, and 
some consumers may hesitate to do business at a 
“split” station, wondering whether there is really 
but one large undivided gasoline tank under- 
ground in which the several brands advertised 
above ground are being stored. Nor would we ex- 
pect the lessee dealer to go out of existence, for 
the advantages to the supplier of leasing out 
rather than operating itself the retail outlets are 
several in number. (See Howard, M. C., “Interfirm 
Relations in Oil Products Markets,” JOURNAL OF 
MARKETING, April, 1956.) 

Meanwhile, a final judgment has been agreed 
upon in this matter of exclusive dealing by serv- 
ice station dealers in U.S. v. Standard Oil Com- 
pany of California, et al., the Sherman Act anti- 
trust suit involving seven major oil companies 
and their alleged restraints of trade in the several 
stages of the industry on the West Coast. Stand- 
ard of California and Richfield Oil had already 
been enjoined on exclusive dealing requirements. 
Now it is decreed that Shell, Texaco, General Pe- 
troleum, Tide Water Associated, and Union Oil 
cannot make agreements to supply dealers with 
“all or substantially all” of their requirements of 
petroleum products or TBA, or which prevent 
dealers from buying elsewhere. Teeth are added 
to the consent decree (for a ten-year period) to 
forestall the use of implementing devices by re- 
quiring the c | company suppliers to offer dealers 
of branded products three-year supply agree- 
ments and, where applicable, leases. The oil com- 
panies are given a year’s leeway, however, to test 
the responsibility of a dealer before they are 
to be bound to these longer-run terms. With re- 
spect to leases, the oil companies will not have to 
grant leases unless the dealer concurrently enters 
into a supply agreement. But to prevent a supply 
agreement from in effect securing exclusive deal- 
ing the decree provides that the supplier need 
not deliver more than one-half of the dealer's re- 
quirements as of the date of the agreement. Can- 
cellation may only be for breach of the terms of 
contract with notice of reasons given in writing. 
Small business is given its required greater per- 
sonal flexibility in that the lessee dealer can re- 
sign from his job, so to speak, upon ninety days’ 
written notice. These longer-term arrangements 
should provide the dealer with somewhat greater 
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freedom of action by giving him a feeling of 
greater certainty that his source of living will not 
be yanked out from under him. 


3. McElhenney Co., Inc., et al. v. Western 
Auto Supply Company, CCH 4 69,416 (CA-4, 
July, 1959). [K-J.c.] 

One of the rights enjoyed by the American 
businessman is that of choosing his customers. 
This right is not, however, unlimited. Public util- 
ities are denied it for the obvious reason that they 
are supplying an important public service, usu- 
ally under circumstances that give buyers no 
practical, alternative sources of supply. Likewise, 
this right may not be exercised by several firms 
acting together, for it then may become a boycott 
which is one of the practices almost always found 
illegal under our antitrust laws. Finally, a re- 
fusal by a dominant firm to deal with some 
buyers may make such a firm vulnerable to 
charges of monopolization or of attempt to mo- 
nopolize. 

The suit here reported indicates that although 
a seller's right to choose his customers has some 
limitations, it is still a very broad right indeed 
and sometimes may be used with impunity to try 
to force a customer into an arrangement violating 
the antitrust laws. 

This suit concerned the efforts of Western Auto 
to force certain of its retail outlets to stop dealing 
in the products of competitors by threatening to 
end their franchises and finally by carrying out 
the threats. A number of the retailers who had 
lost their franchises in this manner sued for 
treble damages, charging that Western Auto had 
violated Section 3 of the Clayton Act which makes 
illegal exclusive dealing agreements where a sub- 
stantial amount of trade is involved. The lower 
court dismissed the suit, and the Court of Appeals 
now upholds the dismissal on the ground that 
Western Auto had never secured an agreement 
by the retailers to refrain from the sale of com- 
peting products. The plaintiff-retailers’ behavior 
in selling the products of competing firms, as a 
result of which they lost their franchises, was it- 
self evidence of the absence of agreement. 

Apparently this decision is in line with prece- 
dents, for Judge Sobeloff in writing it pointed out 
that “the courts have until now not held a seller 
liable in damages for refusing to deal with one 
who is unwilling to enter into an unlawful verti- 
cal price agreement or an exclusive dealing ar- 
rangement.” Moreover, the decision is undoubt- 
edly in keeping with the strict wording of the 
law, for Section 3 makes it illegal to make a 
sale with the understanding that the buyer will 
not deal in the goods of a competitor. It says 
nothing about an attempt to secure such an un- 
derstanding. Nevertheless, although this decision 
may satisfy the legal mind it will mystify the lay- 
man, for in effect it means that a firm that op- 
poses an effort by a distributor to force it into 
an illegal exclusive dealing agreement loses its 
right to secure punitive damages as a result of 
such opposition. Moreover, it takes an agile and 
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trained mind to follow the Judge’s fine distinction 
between a policy of exclusive dealing and an 
agreement for exclusive dealing, for in his words: 
“There is no dispute about the fact that it was 
Western Auto’s policy to have its associated retail 
stores push its own products and that it frowned 
upon their handling of competing goods. Plainly 
enough, Western Auto wanted its dealers to ad- 
vance sales of its merchandise, and threatened 
with cancellation and actually cancelled dealers 
who patronized its competitors to an extent 
which it felt jeopardized the value to it of the 
franchises issued to associated stores. But so far as 
the complaint shows it exacted no agreement 
against the handling of competing merchandise.” 


VI. PROCEDURAL AND 
MISCELLANEOUS DEVELOPMENTS 


1. Holland Furnace Company v. Federal 
Trade Commission, CCH 4 69,384 (CA-7, June, 
1959)- [K-J-c.] 

Federal power to regulate business and market- 
ing practices in the United States is limited by 
the constitutional source from which this power 
is derived. The Constitution gives Congress power 
“to regulate commerce with foreign nations and 
among the several States .. .”, and it is largely 
on the basis of this foundation that our extensive 
system of federal regulation has been erected. 

With the passage of the years, our courts have 
interpreted interstate commerce more broadly and 
in so doing have given wider scope to federal 
regulatory powers. This development has been a 
fortunate one, for what hope there is of raising 
the plane of business conduct would seem to lie 
in increased activity by our federal government 
rather than by the various states. Being more in 
the public eye, our federal congressmen and sena- 
tors are probably somewhat less vulnerable to the 
pressures of business lobbies than are their state 
counterparts. Moreover, our federal legislators 
need worry little that their laws will drive busi- 
ness into the arms of other jurisdictions compet- 
ing for industry by their inactivity and laxity. 

In the case here reported, the Holland Furnace 
Company sought to escape the efforts of the Fed- 
eral Trade Commission to clean up its selling 
practices by seeking to establish the intrastate 
nature of its retail operations. The Company 
manufactured its furnaces in Michigan, shipped 
them into the various states, warehoused them 
and then retailed them through its own repre- 
sentatives and employees. The Company claimed 
that the interstate aspects of its business ended 
when the furnaces came to rest in the warehouses 
and were succeeded by a purely local selling 
process. 

The Court of Appeals rejected Holland's efforts 
to divide its business into interstate and intrastate 
segments in this manner. According to it “the 
temporary warehousing of the products in each 
separate state in Holland’s own warehouses is but 
an incident in its interstate business. The work 
of Holland's salesmen and servicemen create and 


are an essential part of Holland's vast interstate 
business and therefore is in commerce and subject 
to the regulative powers of the Commission.” 

This decision shows how vulnerable to federal 
regulation are the local retail operations of a na- 
tional business organization. 


2. Enforcement of the Clayton Act, Public 
Law 86-107 (July 23, 1959). [K.J.c.] 

The Federal Trade Commission was created in 
1914 to enforce the Federal Trade Commission 
Act and, in conjunction with the Department of 
Justice, the Clayton Act. Its normal procedure is 
substantially as follows. A suspicion of a violation 
is checked by a preliminary investigation as a 
result of which a formal complaint may be issued. 
The complaint is followed by a hearing which is, 
in effect, a trial before an employee of the Com- 
mission—the so-called trial examiner. If a viola- 
tion is found as a result of the hearing, the Com- 
mission issues a cease-and-desist order requiring 
the defendant to reform. 

One of the glaring weaknesses of the Federal 
Trade Commission's procedure was the ineffective- 
ness of its orders. Having received such an order, 
the defendant could, if it felt it had been 
wronged, apply to a Court of Appeals to review 
the order and set it aside, But the defendant 
might also take no such steps, merely ignoring the 
order and proceeding blithely on its way. 

If a defendant ignored an order, all the Com- 
mission could do was to resort to the courts. It 
could apply to a Court of Appeals for an en- 
forcement injunction which would be issued if 
the legality of the Commission's order stood up 
under review and if the Commission proved that 
the order had been violated. 

Thus in practice the Commission's orders were 
not orders at all but only polite requests that 
could be treated lightly by the defendant. Three 
violations of the law were required before any 
penalty was imposed—the first violation which 
led to the cease-and-desist order of the Commis- 
sion; the second violation which led to a court 
injunction requiring obedience; and the third vi- 
olation which might lead to penalties for con- 
tempt of court. 

In the iggos, the Federal Trade Commission 
pressed for a change in the status of its orders 
issued against violations of the Federal Trade 
Commission Act but for reasons not known to 
your reporter neglected to do the same thing 
with respect to the Clayton Act. As a result, when 
the Federal Trade Commission Act was over- 
hauled in 1938 by the Wheeler-Lea Amendment, 
the Commission's orders were provided with 
teeth. Defendants were given sixty days after an 
order had been issued in which to appeal to the 
courts. If such an appeal was not made, the order 
became final after the end of the sixty-day period, 
and violations thereafter could lead to civil pen- 
alties ranging up to five thousand dollars per vi- 
olation. In the case of a continuous violation, each 
day constituted a separate offense. In the words of 
the Commission, these changes “would prevent a 
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respondent playing fast and loose with the Com- 
mission's order, neither obeying it nor asking the 
court to set it aside.” (75th Cong., Senate Report 
No. 221, p. 7.) 

Twenty-one years after strengthening the Com- 
mission’s orders against violations of the Federal 
Trade Commission Act, Congress extended the 
same provisions to orders issued against violations 
of the Clayton Act. Thus, in the absence of ap- 
peal to the courts, orders of the Commission be- 
come final after sixty days when issued with 
respect to price discrimination (Section 2), tying 
arrangements (Section §), exclusive dealing (Sec- 
tion 3), mergers (Section 7), or interlocking di- 
rectorates (Section 8). This extension corrects an 
illogical situation, for it made little sense to main- 
tain a double standard for the Commission's or- 
ders, particularly when the weaker standard ruled 
with respect to Clayton Act violations which Con- 
gress had thought were sufficiently dangerous to 
justify an act specially directed against them. 

We may expect a rash of appeals to the courts 
against old orders of the Commission, for on 
July 28, 1959 the Commission announced that 
respondents to outstanding orders would have 
sixty days from July 23, 1959—the date of enact- 
ment of the amendment—to appeal to the courts 
for review. In the absence of such an appeal, the 
orders will become final at the end of the sixty- 
day period. In this way firms which have been 
playing “fast and loose with the Commission” 
will be smoked out and forced to choose among 
three courses of action—obedience to the Commis- 
sion’s order, appeal to the courts, or continued 
violation with the heavy risk now associated 
with it. 


3. Amendments to the California Antitrust 
and Unfair Practices Acts, July 17, 1959. [K.J.C.] 


The California antitrust law (the Cartwright 
Act) and the unfair practices act have been 
amended to permit injured parties to sue for tre- 
ble damages. Prior to amendment, the antitrust 
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law permitted the recovery of double damages 
and the unfair practices act actual damages only. 


3. Revlon, Inc. v. Wagonfeld, CCH 4 69,353 
(N.Y. Sup. Ct.). [K.J.c.] 


In June, 1956, the United States Supreme Court 
determined one of the important limitations of 
the fair trade laws when it held that McKesson- 
Robbins could not set minimum wholesale prices 
for the drugs it manufactured because it was not 
only a drug manufacturer but a drug wholesaler. 
The fair-trade laws permit vertical price fixing 
(manufacturer-wholesaler-retailer) but not hori- 
zontal price fixing at the same stage of the dis- 
tributive process. McKesson-Robbins wholesale 
operations brought its price fixing activities 
within this ban on horizontal contracts. (See 
JOURNAL OF MARKETING, October, 1956.) 

In the case here reported, the New York Su- 
preme Court has held that retail sales by Revion 
of its products at its New York beauty salon did 
not make the organization a retailer which would 
deny it the privilege of setting the minimum retail 
prices of its products. The beauty salon was used 
to demonstrate Revlon’s products for operators 
of beauty parlors and for the public and it was 
merely a part of the firm’s advertising and pub- 
licity campaign. The retail sales were merely in- 
cidental. 


1. United States v. Pan American World Air- 
ways, Inc., et al., CCH 469,300 (D.C. S. N.Y., 
January, 1959). [K.J.c.] 

A consent decree settling a civil antitrust suit 
must be agreed upon by the parties to the suit 
and must be approved by the court. Usually the 
court's approval is a rubber-stamp affair, but not 
always, as the case under review demonstrates. 

In this case, Judge Murphy withheld his ap- 
proval of a proposed settlement and ordered the 
case to trial. He deemed it wiser not to reveal his 
reasons for this somewhat unusual action until 
after the trial had been held. 


Making the Marketing Concept Work . . . 


Component parts in the marketing concept should be recognized and 
made to work—not one, or two, but all three parts. . . . 
1. The most important ingredient in a formula for marketing success 


is the proper state of mind, 


. Another important condition that must be met is an actual integra- 
tion and coordination of all marketing functions, 
. Finally, professional and executive skills of a high order must be 


utilized. 


—Arthur P. Feiton 
“Making the Marketing Concept Work” 
Harvard Business Review 


Vol. 37 (July-August, 1959), p. 55- 
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. Agricultural Marketing 
. Area Analysis An Astonishing Theory of Color. Francis Bello, 
Fortune, May, 1959, pp. 144-148 seq. [W.T.K.] 


1 
2 
3 
4. Buying and Purchasing 
: Basic research in the science of color by the 
Effi 
& Camans il brilliant Edwin H. Land, President of Polaroid, 
6. Consumer Analysis has evolved an astonishing non-Newtonian theory 
7- Distribution and Channels of Distribution of color. Some of the results of his experiments 
8. Financing will require all text books on color to be rewrit- 
g. Forecasting ten. For example, Land has demonstrated that 
full-range of color can be produced by projecting 


10. Foreign Marketing a picture in only two colors. The eye, it seems, 


11. Governmental Relationships to Marketing does not need specific wave lengths of blue to see 
12. History and Trends blue, of yellow to see yellow, etc. Formerly, color 
1g. Industrial Marketing physicists assigned each color a specific wave 


length in the spectrum. Land has shown that 


wave lengths of light for various colors may be 


15. Marketing Education almost any wave length. It is the difference be- 
16. Merchandising tween the long and short waves of the spectrum 
17. Pricing and Price Policies that seems to produce our color sense, not abso- 


lute values in millimicrons as postulated in New- 
tonian physics. 

19. Retailing The new knowledge should lead to new color 
20. Sales Management and Selling reproduction techniques that will make present 
methods look primitive. Immediate applications 
ae a ‘ will probably be in the color television field. Here 
22. Theories in Marketing a simplified technique, involving two discrete 
23. Wholesaling color signals (long record and-short record) could 
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be employed. It would give a better picture, with 
greater dependability, at a lower cost. Perhaps 
this discovery will be the “break-through” that 
color television obviously has needed badly. 


From Gravy Stains into the Gravy. Fortune, April, 
1959, p- 238 ff. [w.T.K.] 


Jacob Barowski developed a superior prepara- 
tion when he had a dry cleaning business to dis- 
solve both grease and flour stains from fabrics. 
Later testing showed that it had a large spectrum 
of cleaning uses. Naming the product “Lestoil”, 
he attempted to sell it for both industrial and 
consumer use in 1933. He had modest success sell- 
ing Lestoil for industrial cleaning applications, 
but could not get his detergent into the kitchen, 
no matter what he tried—newspaper advertise- 
ments, 10-cents-off coupons, direct sampling, etc. 
He was spending $3 in advertising to sell $1 of 
the product in the consumer market. 

In February, 1954, Barowski tried one last ex- 
pedient; he sank $10,000 into a spot television 
commercial campaign in his home city, Holyoke, 
Massachusetts. Sales picked up and by the end 
of the year he had added TV stations in two 
more markets. By the end of 1954 he had spent 
$50,000 to sell $90,000 worth of Lestoil to con- 
sumers, Barowski thereafter expanded into mar- 
ket after market, using a saturation television 
spot technique. By the end of 1958, sales were 
more than $35, million; expenditures on advertis- 
ing were $10 million. Lestoil had worked as far 
west as Iowa. 

Thus by choosing the proper advertising me- 
dium, using it imaginatively, and systematically 
working from market to market, a ps a 
20-year struggle was turned into a 4-y¢ar success 


story. 


After Corporate Identity . . . What? C. W. Kohl- 
man, Industrial Marketing, May, 1959, pp- 
59-62. [J-E.M.] 


On the assumption that a favorable company 
identity has been established for a business or- 
ganization, the next step is to sell goods. Besides 
identity, industrial advertising must create prefer- 
ence for doing business with the advertiser and 
service for the salesman in helping him to get 
the order. Industrial advertising should furnish 
salesmen with leads and inquiries. Identity, pref- 
erence, and service should all be a part of every 
industrial advertising campaign. 


A Basic Guide to Better Technical Publicity. 
P. J. B. Stevens, Industrial Marketing, May, 
1959, Part II, pp. 3-11. [J-£.M.] 


The place of technically-trained people in busi- 
ness is becoming increasingly important. Techni- 
cal public relations specialists are needed to han- 
dle the publicity released to publications read by 
the scientist and the engineer. The technical pub- 
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licity specialist has three principal avenues of 
communication: (1) editorial information first 
preparefl fe~ personal presentation by an indi- 
vidual before a scientific or technical society, and 
then prepared for publication in the technical 
press; (2) editorial information prepared for 
placement in the technical press; and (3) spe- 
cialized sales information prepared by the com- 
pany for direc. mailing to potential customers. 


How to “Sell” Advertising to Your Boss. John De 
Wolf, Industrial Marketing, May, 1959, pp. 
50-53. [J-E.M.] 

Advertising managers who attempt to “sell” 
advertising on.y at budget time are not properly 
convincing management of advertising’s efficacy. 
Certain suggestions are offered to facilitate the 
task of “selling” advertising to management con- 
tinuously. A word of caution is given: “Advertis- 
ing is a powerful force; but it is powerful pri- 
marily because it can reach a lot of people, not 
because it is particularly influential with the peo- 
ple it reaches. Don’t predict that it can do—or 
has done—things beyond its power.” 


Russian Advertising. Ernest Dichter, J.4.A. News- 
letter, September, 1959. (International Ad- 
vertising Association, Inc., New York), p. 8. 
[R.L.C.] 


This brief report sets forth some of the observa- 
tions made by Ernest Dichter concerning Russian 
advertising on his recent visit to that country. He 
describes advertising in Russia today and indi- 
cates that a change in advertising approach may 
be imminent in the Soviet Union. 


Is Your Ad Budget Adequate? Arno H. Johnson, 
Sales Management, March 6, 1959, p- 41. 
[w.T.K.] 


The senior economist of J. Walter Thompson 
points out that it takes $2.21 of advertising ex- 
penditures today to do what $1.00 did in 1951. 
The added cost breaks down as follows: g cents 
for increased cost per thousand of media; 17 cents 
to reach today’s increased number of households; 
41 cents to take advantage of increased purchas 
ing power per family; and 54 cents to ofiset the 
greater number of competitive messages reaching 
each household. Obviously, companies whose ad- 
vertising budgets have not kept pace with rising 
costs and increased market opportunities must be 
advertising to a constantly decreasing share of 
the market. 


How to Use Direct Mail in Helping Dealers. A. M. 
Anderson, Media/Scope, April, 1959, pp. 

45°47- [J-E.M.] 
Direct mail for dealer-help can produce maxi- 
mum results for the manufacturer and distributor 
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when two conditions are met—when the manufac- 
turer’s product is a major source of dealers’ sales 
and when the product or products to be pro- 
moted has a high unit price or possesses a poten- 
tial for a large number of repeat sales. The 
author discusses the suitability of products, the 
timing of campaign, the control of mailings, and 
the handling of mailing lists. Dealer-help mailings 
should be used (1) to reach only selected, logical 
prospects, (2) to spotlight and identify the dealer 
in his own trade territory, (3) to tie the dealer 
into the overall national advertising program, 
(4) to influence the pruspect to act at the most 
advantageous time, and (5) to establish repeat 
buying patterns. 


Agency Payment: New Ahead? Ira 
Rubel, Printers’ Ink, April 24, 1959, pp. 
66-68. [J.E.M.] 


Ira Rubel believes that the 15 per cent method 
is a useful core in building an agency compensa- 
tion system. Today, an agency may be asked to 
adjust its compensation above or below the 15 per 
cent basis. If not, some advertisers may demand 
more services as they feel that agencies make 
large profits. Others may ask for annual reports 
on their accounts. For these reasons, the agency 
contact people should receive financial cost orien- 
tation based upon reliable cost-accounting facts. 
In the past, the contact executive has tended to- 
ward pleasing the client without regard for cost. 

A five-point program is proposed for agencies: 
(1) understand that account control people must 
be responsible for the cost of serving clients; (2) 
prepare a blueprint or specification for each account 
the agency serves; (3) develop methods for reporting 
currently on services performed and hours spent 
therein; (4) devise an evaluation program to per- 
mit management to judge contact people; and (5) 
analyze carefully the operation on each account 
serviced. Each of the points is discussed in detail 
and a brief notation is given on how to evaluate 
agency service in terms of time and skill. 


A Sales Chief Looks at Ads This Way, Sales Man- 
agement, March 20, 1959, pp. 90-91. [W.T.K.] 


Developed by one of the major agencies, the 
article includes a list of nineteen ways that adver- 
tising helps the sales department to sell goods. 


Advertising: A Problem in Industrial Dynamics. 
Jay W. Forrester, Harvard Business Review, 
March-April, 1959, pp- 100-110. [J.M.R.] 


Looking at advertising from the top-manage- 
ment point-of-view, the author argues that adver- 
tising has not measured up to its broad mission. 
He particularly cites the specialist's concern for 
short-term results; advertising’s attempts to estab- 
lish impressions which are just not so; advertising 
research which measures performance rather than 
establishes enduring principles; and the barrier 
which exists between advertising and the balance 


89 
of the corporation resulting from the agency rela- 
tionship. 

To overcome these alleged deficiencies, the au- 
thor suggests that a company be treated as a sys- 
tem of flows of information, materials, manpower, 
capital equipment, and money. This approach 
has much to offer advertising because it takes 
time relationships into account. The concept is 
illustrated by a number of extremely interesting 
charts, the common factor being the passage of 
time—from the effects of a sudden increase in ad- 
vertising to the interaction of advertising and 
capital investment. 


Agency Compensation: Ad Men Predict a Change 
but Resist It. Printers’. Ink, May 29, 1959, 
PP- 27-34- [J-E-M.] 

More than 400 advertisers and agency execu- 
tives completed questionnaires for a survey of cur- 
rent opinion regarding advertising agency com- 
pensation. Even though the orthodox commission 
method is still preferred, compensation methods 
have been changing and the executives contacted 
predict that varied compensation approaches will 
develop. The study concludes that “Generally, ad- 
vertisers and agencies alike foresee greater use of 
commission-and-fee variations, with agencies put- 
ting heavier emphasis on the fee part of the for- 
mula.” The basic issue is the seeking of a fair 
formula for both parties. 


33 Agencies in Over “$25,000,000 Group” Billed 
$2.7 Billion in 1958. Advertising Age, Feb- 
ruary 23, 1959, Pp- 54-173- [J-E-M.] 

Advertising Age compiles each year a listing of 
advertising agencies and their billings. In this 
15th annual tabulation, 560 advertising agencies 

co-operated. Most of the agencies had only a 

slight increase last year. The ten largest agencies 

were: (1) J. Walter Thompson, (2) McCann-Erick- 
son, (g) Young and Rubicam, (4) Batten, Barton, 

Durstine, and Osborn, (5) Ted Bates and Com- 

pany, (6) Benton and Bowles, (7) N. W. Ayer and 

Son, (8) Leo Burnett Company, (9) Foote, Cone, 

and Belding, and (10) Grant Advertising. 


Contract Terms are Understood; Specifics Needed. 
Paul C. Olsen, Food Topics, August, 1959, 
pp. 6, 8, 10, 20, 22. [J.s.w.] 


One would never guess from the title of this 
article that its subject matter deals with the con- 
troversial topic of “Co-operative Advertising.” 
Eighty-five food store suppliers were questioned 
concerning their attitudes toward the technique. 
In general, dissatisfaction was the mood. Retailers 
were felt to be using the allowances for their own 
advantage rather than that of the manufacturers. 
However, partial blame was absorbed because it 
was felt the contracts being used currently need 
simplification. The types of products and the fre- 
quency of the use of advertising allowances are 
indicated, as well as media preferences. 
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Typography is am Art. Jack D. Rittenhouse, Ad- 
vertising Requirements, March, 1959, pp. 
125-130. [J-E.M.] 


Typography has a long historical heritage. The 
author traces the development of type from Gu- 
tenberg’s time by reproducing and briefly com- 
menting on various styles of type. Finally, he 
gives an excellent discussion of some of the rules 
of type use. Since the number of persons who ac- 
tually read advertising copy is small, it is im- 
portant that the advertisement’s typography do 
everything possible to attract and hold the reader 
to the message. 


Functional Features in Product Strategy. John 
B. Stewart, Harvard Business Review, 
March-April, 1959, pp. 65-78. [J.M.R.] 

The author appraises the role .f product fea- 
tures (excluding styling and brand image) in mar- 
keting planning. He has done this by studying 
some 5,000 functional claims made by 206 com- 
panies over a period of 26 years. The study is 
confined to 8 consumer durables industries. 

He considers: (1) the number of functional fea- 
tures used by the typical firm; (2) variations among 
industries in the number of features; (3) the effect 
of the level of research expenditures on the num- 
ber of new features; (4) the reaction of competi- 
tors to the introduction of new functional fea- 
tures (“competitive follow rates”). 


Measure of Effectiveness of Advertising in a De- 
partment Store. Marcel Marantz, Proceed- 
ings of the Seventh Annual Meeting of the 
Operations Research Society of America, 
May 14, 1959. [F.M.] 

Here is a technique for isolating the impact of 
advertising for commodities sold in department 
stores. An equation for a general non-linear “posi- 
tive response function” is derived and application 
of findings for optimizing allocation of advertising 
funds are reviewed. Mr. Marantz, who is econo- 
mist for the “Au Printemps” Department Store, 
64 Boulevard Hausmann, Paris IX, France, will 
be glad to answer any requests for supplementary 
information on data, formulas and procedures. 


Ad Budgets. Super Market Merchandising, March, 
1959, p- 88. [W.L.] 

A very brief report is given of the findings of a 
survey of supermarket operators to determine the 
amount of the advertising budget, the allocation 
among media, and the measurement of advertis- 
ing effort. 


Food, Grocery Ads Hit New High in 1958, 8-Media 
Analysis Shows. Food Field Reporter, June 
22, 1959, Pp- 1, 14, 16, 18, 20, 24, 26, 28, go, 

34, $6, 38, 43. [J-5.w.] 
Food and grocery advertisers spent $1,122,800,- 
ooo for advertising in 1958. This feature article 


January 1960 


gives a breakdown of this advertising by product 
among the eight principal advertising media. Spot 
television experienced a 13.5 per cent increase 
over 1957, followed by a 7.7 per cent increase for 
network television, and 3.1 per cent boost for 
newspaper sections. All other types of advertising 
encountered decreases with magazines taking the 
worst beating (—17.2 per cent), followed by net- 
work radio (—5.3 per cent), outdoor (—4.2 per 
cent), spot radio (—2.0 per cent), and newspapers 
(—1.5 per cent). This annual feature permits the 
student of advertising to follow changing patterns 
of advertising investment. 


Advertising Adds Capital Value to Business, and 
Prods Cultural, Spiritual Values, Too. 
M. Harper, Jr., Advertising Age, June 1, 
1959» Pp- 63-64. [J.E.M.] 

One of advertising’s more articulate spokesmen 
presented a case for advertising in a speech at the 
50th anniversary program of the School of Jour- 
nalism at the University of Missouri. A series of 
questions were asked: “Do we want more leisure, 
at the cost of less national strength and protec- 
tion?” “Does mass advertising make us a nation 
of conformists?” “Does advertising tend to de- 
grade the cultural level of a society?” “Does ad- 
vertising build capital value?” A searching com- 
mentary is made in answering each question. For 
example, a number of illustrations are used to 
answer the last question regarding capital value. 
The conclusion reached is “. . . that advertising 
contributes to capital value as much as any other 
business expenditure.” 


What is a Sales Promotion Executive? V. C. Myers, 
Advertising Requirements, June, 1959, pp. 
28-30. [J.E.M.] 


This article develops a description of the sales 
promotion executive by the device of quoting the 
definitions of the three words from Webster. The 
evolved definition closely corresponds to that of 
Vice-President of Marketing under the marketing 
concept. The final definition is that “.. . the 
sales promotion executive is the pivot in the mar- 
keting process. He is in close contact with the 
customer, the dealer, the sales force, sales man- 
agement, and the advertising management, and 
knows over-all company facilities, resources, and 
policies. He must understand and anticipate the 
needs of all.” Thus, the terminology of market- 
ing becomes further tangled. 


The Application of Social Science Findings to 
Advertising. Steuart Henderson Britt, AMA 
Management Report No. 15, 1958. [R.E.M.] 


Although the “social sciences” are all con- 
cerned with the study of people and how they 
live together, two in particular have had a direct 
influence on advertising principles or techniques. 
Psychology and sociology, two of the sciences that 
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deal with the prediction and control of human 
behavior, have had a real significance for adver- 
tising. 
Probably the greatest contribution that psy- 
chology and sociology have made to advertising 
is the development of research and fact-finding 
methods, the application of which have had con- 
siderable practical effect. Advertising men have 
also made real contributions in these fields; these 
contributions, however, have been made in the 
form of developing fundamental concepts already 
established by social scientists and psychologists. 
Motivation research is cited as one of the prime 
examples of advertising application of sociologi- 
cal and psychological methods and techniques. 
Although hardly a new concept in marketing in- 
vestigation, this concept has achieved extreme 
“popularity” in approaching marketing problems. 
The danger that lurks in the assumption that 
motivation-research techniques alone will pro- 
duce conclusive answers is stressed. Long expe- 
rience with these techniques has shown him many 
successful applications to marketing problems— 
however, Dr. Britt stresses that these successes 
have been achieved only when these methods 
have been “used in combination with other 
marketing research techniques”. 


2. AGRICULTURAL 


MARKETING 


Directory of Research Relating to Produce Pack- 
aging. Robert L. Bull and George R. 
Gladding, Department of Agricultural Eco- 
nomics at the University of Delaware, May, 
1959, 80 pp. [F.M.] 

This is the second revision of a bibliography 
which was co-sponsored by the Produce Packag- 
ing Association. It comprehensively covers re- 
search made by personnel in land-grant colleges 
(tabulated by state and topic), the U.S. Depart- 
ment of Agriculture, and some foreign research- 
ers. Publications by persons employed in private 
industry are not included. For people interested 
in the fresh produce industry—a five billion dollar 
business—this bibliography is a must. 


Improving the Marketing of Fresh and Frozen 
California Strawberries. H. M. Ellsworth, 
Marketing Survey Report No. 16, State of 
California Department of Agriculture, 1959, 
22 pp. [J.s.w.] 

Although California leads the nation in fresh 
shipments and the processing of strawberries, 
more of the fruit could be produced if it could 
be marketed. This study explores the possibilities. 

Better packaging and greater efforts at quality 
control are suggested as aids in the marketing of 
the fresh strawberry. Better consumer information 
on package opening and serving of the fruit are 
recommended in the case of frozen strawberries. 


Ways of improving the promotional program are 
also given. This report is one in a series aimed 
at market improvement for California agricul- 
tural products. 


Vertical Integration. Martin A. Abrahamsen, 
Cartel, January, 1959, pp. 9-15. [8.C.H.] 

This article notes the rise of vertical integra- 
tion (really semi-integration) in U. S. agriculture, 
with increasing proportions of total broiler, egg, 
hog and beef-feeding production being carried 
on by farmers operating under production con- 
tracts and price guarantees provided by feed and 
fertilizer manufacturers, retailers, and food proces- 
sors. The farmers seek security in the guaranteed 
selling prices assured under the contracts (some- 
times there is even a guarantee per unit of pro- 
duction undertaken—eg. $40 to $60 per 1,000 
birds started) plus bonuses for efficient produc- 
tion; feed and fertilizer manufacturers seek as- 
sured markets; while retailers and food processors 
seek steady sources of supply. The complexity 
and rapidity of technological change in agricul- 
ture encourage contract farming. In turn, Abra- 
hamsen believes, this type of farming will lead 
to fewer and larger farms possessing consider- 
able advantages of scale. However, he fears that 
the market-power position of the farmer will 
suffer in the long run. 


Marketing Fresh Apple Juice and Cider—Some 
Recent Developments. Dana G. Dalrymple. 
A Supplement to Progress Report 27. Storrs 
Agricultural Experiment Station and Uni- 
versity of Connecticut, Storrs, Conn., 1959, 
$1 pp. [Js.w.] 

Additional information is given on the mar- 
keting problems of fresh apple juice and cider. 
Recent changes are noted and their impact as- 
sessed. The outlook remains bleak unless strin- 
gent measures are taken. 


Agriculture As a Buyer. Shirley S. Hoffman, The 
Conference Board Business Record, June, 
1959, pp. 278-279 ff. [J.M.R.] 

In view of the continuing shedding of political 
tears over the plight of the “poor farmer,” it is 
refreshing and heartening to learn here that, as a 
matter of financial fact, the concern is not neces- 
sary. 

In real dollars, farmers spent 50 per cent more 
in 1958 for family living and production than 
twenty years ago. Because there were fewer farms, 
on a per farm basis the real gain exceeded 100 
per cent. Farm operators’ equities on a per farm 
basis have jumped from $6,800 in 1940 to around 
$37,000 currently. As a source of demand for 
goods and services, the author concludes that ag- 
riculture is hardly a declining industry. 

The study details principle consumption and 
production expenditures and highlights the grow- 
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ing importance of off-farm income accruing to 
farm families. 


Economic Effects of U. S. Grades for Beef. Willard 
F. Williams, Earl K. Bowen, and Frank 
C. Genovese, Marketing Research Report 
No. 298, Agricultural Marketing Service, 
US.D.A., January, 1959, pp. 187. [J-K.s.] 


Significant changes are taking place in the or- 
ganization and structure of the beef industry, and 
the federal carcass grades for beef are contribut- 
ing to many of these changes. This study exam- 
ines the industry structure at the packer, whole- 
saler, and retailer levels; describes marketing 
policies and practices related to grading; analyzes 
the role of grading in the process of change that 
is taking place; weaves in an evaluation of con- 
sumer preference studies on beef; and arrives 
at conclusions regarding economic effects of beef 
grading. 


3. AREA ANALYSIS 


The Strength and Weakness of Western Housing 
Markets. Douglas V. Cannon, Land Eco- 
nomics, November, 1958, pp. 316-328. [w.s.P.] 


This article is written by the chief market 
analyst of the FHA’s Zone VI and considers in 
detail the seven strengths and six weaknesses of 
the western markets for housing. Each of the fac- 
tors presented is briefly but thoroughly discussed 
with some background on the pertinency of each. 
Of particular value is the section on the future 
of these markets, pointing to the challenge and 
opportunity of the area. 


Economic Implications of Urban Growth. Cole- 
man Woodbury, Science, June 12, 1959, 
Pp. 1585-1590. 

Current urban growth is primarily metropoli- 
tan (i.e. clustering around the 168 SMA’s recog- 
nized by the Census) and has concentrated in the 
fringe areas on the outskirts of the central cities 
and their traditional suburbs. The new areas have 
been filled, not by migrants from the blighted 
areas of central cities, but by families from other 
city sections, older suburbs and from non-metro- 
politan areas. The populations of the new sub- 
urbs are much more heterogeneous, and, on the 
average, of lower income than the old suburban 
stereotype of well-to-do residents of expensive 
dormitory communities. Only somewhat less than 
half of the newer suburbs can be classed as essen- 
tially dormitory in nature. The great drive that 
sends people to the suburbs is a desire for space. 
Most residents seem reasonably contented with 
their selections—at least the backflow to the 
cities is relatively minor. 

Woodbury foresees a possible suburban growth 
of 59.5 million in the next 25 years (equal to 
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70 per cent of present metropolitan populations), 
and forecasts serious intensification of a number 
of urban problems including further central city 
declines as well as deterioration of both older 
and many poorly planned newer suburbs. Tax 
problems, urban blight, transit difficulties, and 
overcrowding will press us severely unless more 
orderly planning is substituted for present hap- 
hazard growth. 


4. BUYING AND 
PURCHASING 


Seven Fallacies in Marketing Logic. Fred T. 
Schreier, Harvard Business Review, Sep- 
tember-October, 1959, pp. 111-118. [J.M.R.] 


Facts for decision-making appear at different 
levels from purely descriptive to highly analytical. 
The author argues that it is dangerous to rely 
solely on descriptive facts or even “differential de- 
scription” (sales figures broken down by geo- 
graphical areas, for example) and cites seven oc- 
casions where deeper fact-probing is necessary: 


1. Strong vs. Weak. Sales are higher among 
one group than arother. Which group should 
receive greater sales effort? 

2. Self-Measuring Image. A majority associate 
a product with high-income people. Is_ this 
good or bad? 

3. Most Frequent Motive. Are the most fre- 
quently mentioned reasons for buying necessar- 
ily the most powerful motives? The most fre- 
quent motive may already be exhausted; the 
least frequent motive may be capable of fur- 
ther extension. 

4. Preaching the Well-Known. A factor which 
has had the greatest influence in persuading 
people to buy may be so well known as to be 
unnecessary in further promotion. Here the 
author introduces the interesting mathematical 
calculation of motivational power times poten- 
tial. The optimal appeal would be the one 
where the product of these two factors is great- 
est. 

5. Constant Susceptibility. If consumers are 
convinced of the acceptability of a product, a 
certain proportion will buy. Will the same 
proportion of currently unconvinced customers 
buy if they are convinced? Can they be con- 
vinced, or if convinced, will they react differ- 
ently? 

6. Summating Effects. Will two good appeals 
used simultaneously be more effective than 
one? Do one and one equal two in this case? 
Might the two appeals be incompatible? 

7. Overestimation from Tests. Market tests 
show ratios of preference for a new product. 
Is this sufficient evidence on which to decide 
whether or not to introduce a new product? 


Many other questions are raised. Both managers 


4 
| 
| | 
1% 
| 
| 
| 
| 
| 
© 


MARKETING ARTICLES IN REVIEW 


and researchers will find this paper most stim- 
ulating. 


5. COSTS AND EFFICIENCY 


Soaring Cost per Industrial Call Reveals Need for 
Top Salesmen. Robert A. Kelly, Sales Man- 
agement, March 6, 1959, pp. 38-40. [W.T.K.] 


Every sales manager should have certain figures 
available for purposes of administrative control. 
He should know at the minimum the cost per 
call, dollars of sales produced per call, number 
of calls necessary to sell each product in the line, 
and the field selling cost as a per cent of the 
total sales dollar. Mr. Gordon E. Seavoy, Vice 
President in charge of Sales, Whiting Corpora- 
tion, has worked out the necessary forms and 
techniques for compiling this vital information, 
and these are described in detail in the article. 
Since Whiting Corporation has been collecting 
such data for the past five years, it now has been 
able to make some interesting comparisons over 
time. One of these is that selling costs in the field 
of heavy industry have been rising. Average cost 
per call in fiscal 1953 was $35.51; this had risen to 
$53.96 in 1958. Fortunately, average sales per call 
also rose. However, field selling costs ranged from 
3-95 per cent to 7.33 per cent of sales during the 
five-year period. 

Due to the high expense ratio and cost per call, 
Mr. Seavoy concludes that “with a $50 to $60 
price tag pinned to every call your industrial 
salesmen make, you just cannot afford to have 
anything but the best man. He must be well 
trained and thoroughly versed in product know- 
how”. 


FFR Financial Survey Finds 13 Groups Gain. 
Paul C. Olsen, Food Field Reporter, Sep- 
tember 14, 1959, Pp- 1, 14, 15, 16, 19. [J-s.w.] 


Sixteen groups of food trade suppliers and dis- 
tributors make public their sales and profit data. 
This annual recapitulation by Food Field Re- 
porter reveals a great deal of interesting and 
useful data about the operations of the food indus- 
try. For example, with the exception of the clas- 
sifications of corn products, soaps and cleansers, 
and tobacco products, the year of 1958 was better 
than 1957 for the food industry. Minute break- 
downs for each category are given including sales, 
manufacturing cost, earnings before taxes, taxes 
on earnings, and earnings after taxes for all ma- 
jor companies. 


Differentials in Workers’ Earnings in Selected 
Segments of Food Marketing. Imogene 
Bright, Agricultural Marketing Series 333, 
Agricultural Marketing Service, U.S.D.A., 
September, 1959, pp. 15. [J-K-5.] 

As a part of its program of research on labor 
costs in agricultural marketing, AMS has pub- 


lished a study dealing with interregional differences 
in average hourly earnings in food marketing 
industries. Attention also was given to differences 
in earnings in different industries and between 
earnings received by workers in metropolitan 
and nonmetropolitan areas. Changes between 
1954 and 1958 in the number of workers re- 
ceiving various levels of earnings were also com- 
pared. Data were based on material published 
by the Bureau of Labor Statistics. 

Average hourly earnings of production work- 
ers in food processing and of non-supervisory 
workers in wholesale trades vary significantly 
between geographic regions of the United States 
and between metropolitan and nonmetropolitan 
areas. 


6. CONSUMER ANALYSIS 


Buying Practices and Food Use of Employee Food 
Services in Manufacturing Plants. Rosalind 
C. Lifquist, Marketing Research Report 
No. 326, Agricultural Marketing Service, 
US.DA., June, 1959, 135 pp. [J-K5.] 


This publication presents findings from a na- 
tionwide survey of food services in manufactur- 
ing plants with 250 or more employees. It in- 
cludes a general résumé of the characteristics of 
plants having food services and their food use 
along with detailed tables showing quantities of 
and expenditures for foods used and inventories 
on hand at start of survey for more than soo in- 
dividual foods and groups of food. 

In January, 1956 about half the manufacturing 
plants of this size provided some type of | food- 
serving arrangements. About two-thirds of the 
facilities were operated by food management con- 
tractors—outside firms which take on this re- 
sponsibility for a fixed fee or other type of pay- 
ment for services rendered. In most instances, 
food services were subsidized to some extent by 
the firm through direct outlay of money, free use 
of equipment, space, and/or utilities. 


The Shape of the Income Distribution. Stanley 
Lebergott, The American Economic Re- 
view, June, 1959, pp- 328-347. [8.C.H.] 

Most studies of income distribution report a 
very marked positive skewness. Many ingenious 
explanations and theories have been advanced 
to account for this asymmetry. Lebergott believes, 
however, that the skewness is more apparent than 
real. He believes that the appropriate universe 
for study is not, as is usual, all taxpayers, all 
families or all earners, but rather all males be- 
tween customary school and military service and 
retirement ages. All other categories (women, 
families, males over 65, etc.) include many who 
have partially or totally withdrawn from the la- 
bor market and leave a distorted group remain- 
ing as workers. 

Lebergott does, on the other hand, include in 
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his analysis institutionalized males in the appro- 
priate age brackets as negative earners, The re- 
sultant curve is very considerably less skewed 
than the usual reports, and the remaining skew- 
ness is almost entirely attributable to the self- 
employed. The explanation for this final devia- 
tion from the normal curve seems to lie in the 
ability of financial agencies to select between po- 
tential profit makers and potential losers in al- 
locating credit. 


The Decade of the “Discretionary” Dollar. San- 
ford S. Parker and Lawrence A. Mayer, 
Fortune, June, 1959, pp. 136 seq. [W.T.K.] 


Students of income distribution have been 
noting for some time how the traditional “in- 
come pyramid” has been changing its shape from 
a true pyramid to more of a diamond shape, with 
a lot more bulging about the middle and con- 
tracting at the base as income redistribution has 
been taking place in the American economy. In 
this study, the sixth of The Markets of the Six- 
ties series, Parker and Mayer take a look at prob- 
able patterns of income distribution in the next 
decade. As in other articles in the series, the au- 
thors assume no major wars or major depressions. 
They also make the tacit assumption that trends 
in income distribution that have been at work 
since 1946 will continue into the 1960s. 

When these assumptions are made and trends 
are extrapolated, some very interesting changes 
show up. For one thing, by 1970 there will be 
more white-collar than blue-collar workers in 
our work force. The latter will tend to upgrade 
from unskilled to semi-skilled, and from semi- 
skilled to skilled categories. Among the white- 
collar workers, there will be a big increase in the 
better white-collar jobs—managerial, professional 
and technical classifications. Working women will 
continue to swell family incomes. 


1959 Survey of Consumer Finances: The Financial 
Position of Consumers. Federal Reserve 
Bulletin, July, 1959, pp. 700-723. [G.F.] 

Covering income, assets, debt, and employment 
of different groups in the economy, the 1959 Sur- 
vey of Consumer Finances portrays the impact of 
the recession on spending units in the US. Al- 
though spending for non-durable goods and 
services reached a new peak in 1958, expenditures 
for durable goods were below the high levels of 
the three preceding years. 


The New Masses. Daniel Seligman, Fortune, May, 
1959, Pp- 106-111 seq. [W.T.K.] 

This article, the fifth in The Markets of the 
Sixties series, goes into probable changes in class 
and status of the Americans of the 1960s. As a 
result of the vast up-grading of incomes that took 
place in the 1940s and 1950s, which should con- 
tinue in the 1960s, the old concept of separate 
and distinct classes is giving way to a blurring 
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of class distinctions into a middle class, in which 
the majority of people will be found. Particularly 
significant is the breaking down of the distinc- 
tions between blue-collar and white-collar work- 
ers, each with its own mores, folkways, patterns 
of spending, standards of taste, etc. Our tech- 
nological revolution has up-graded many former 
blue-collar unskilled or semi-skilled callings into 
highly skilled jobs. As a result, these people are 
getting annual incomes as large as, or sometimes 
even larger than, white-collar small proprietor, 
managerial or professional workers. Their im- 
proved economic state, in turn, has led the blue- 
collar workers to imitate the living patterns of 
the white-collar groups. They now constitute a 
growing market for good suburban housing, qual- 
ity consumer goods, education, and even upper- 
class expenditures such as trips abroad, foreign 
cars, hi-fi, etc. 


Who Saves. Irwin Friend and Stanley Schor, The 
Review of Economics and Statistics, May, 
1959, part 2, pp. 213-248. [S.c.H.] 

In this study the authors provide an intensive 
analysis, as part of the Wharton School Study of 
Consumer Expenditures, Incomes and Savings, of 
data on consumer savings gathered in a 1950 
B.L.S. survey. Federal Reserve Board—University 
of Michigan Survey Research Center data and 
S.E.C. aggregative estimates are also examined 
for comparability and some new analyses of the 
F.R.B.—Michigan data are presented. In general, 
the authors conclude that previously published 
estimates of savings have seriously underestimated 
total savings in cash and demand deposits, and 
consequently have tended to underestimate sav- 
ings among lower income groups. Even after ad- 
justment, however, a high degree of concentra- 
tion is noted with saving income ratios varying 
from —82 percent for incomes below $1,000 and 
+5 percent for incomes between $4,000 and $5,000 
to + 1 percent for incomes above $10,000. The 
last group accounts for 4 percent of the popula- 
tion and 58.7 percent of total savings by families. 


Consumers’ Choices in Business Cycle Phases. 
Fabian Linden, The Conference Board 
Business Record, July, 1959, Pp. $35-337- 
[J-M.R.] 

Here is another interesting analysis of demand 
elasticity. Conference Board analysts compared 
FRB monthly sales indices for various merchan- 
dise lines by matching corresponding months in 
consecutive years. Various merchandise lines are 
classified according to performance. Space does 
not permit reference to specific lines but it should 
be noted that “. . . merchandise lines that held 
best in declines achieved the most impressive 
records in periods of sharp general rise. Those 
sectors that turned feeble when the going was 
difficult perked up only modestly when the times 
were expansive.” 
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7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


Analysis of Returns and Practices of Florida 
Fresh Citrus Sales Organizations. Fred E. 
Hulse, Marketing Research Report 345, 
Farmer Cooperative Service, U.S.D.A., July, 
1959, pp. 88. [J-K.s.] 

This report appraises the relationship between 
net returns to Florida fresh citrus shippers and 
type of sales organization, method of sale, type 
of buyer, and size and grade of fruit. Compar- 
isons of net returns for size and grade of fruit 
and method of sale show that these factors have 
an important effect on shippers’ returns. Sales 
made by federated shippers showed comparable 
returns for white seedless grapefruit and more 
favorable returns for Valencia oranges when com- 
pared with sales by non-federated shippers. Sales 
practices and pricing policies of the 38 fresh 
citrus shippers contacted in the study are also 
described in the report. 


Meat Distribution in the Los Angeles Area. Ray- 
mond A. Dietrich and Willard F. Williams, 
Marketing Research Report No. 347, Agri- 
cultural Marketing Service, U.S.D.A., July, 
1959, Pp- 89- [J-Ks.] 

Revolutionary changes are taking place in the 
livestock-meat economy in the Los Angeles area 
and other rapidly growing areas of the West. 
Trends toward commercial cattle feedlots, inte- 
gration of packers and feedlots, more direct mar- 
keting of livestock, and changes in distribution 
channels for meat with more specialization of 
functions at each level of the marketing system 
are clearly evident. Specification buying practices 
and emphasis on uniformity among retailers also 
may be observed. 


A Report on Selected Mainland Markets for 
Hawaiian Floral Products. C. W. Peters, 
Agricultural Economics Bulletin 17, Hawaii 
Agricultural Experiment Station, University 
of Hawaii, November, 1958, 33 pp. [J-s.w.] 


This report is the third in a series of market 
investigations into the field of floral products of 
Hawaii. The Mainland market for these products 
has not developed as rapidly as had been ex- 
pected, thus it was felt market research was in 
order. Marketing channels are traced, and prin- 
cipal marketing areas (geographical) are evalu- 
ated. These sections of the report are followed 
by several general observations and suggestions 
for better market development for the floral 
products of Hawaii. Essentially what is needed 
is greater exposure of the product to retailers 
and the consuming public, for familiarity in this 
case should breed affection. 


When and How Should You Sell Through Dis- 
tributors. Keith J. Evans, Industrial Mar- 
keting, March, 1959, pp. 41-44. [J-E.M.] 


Marketing a product is often not the result of 
advance planning. Also, spur-of-the-moment plans 
are subject to quick and frequent change, often 
on the whim of the current sales manager. This 
article suggests that more planning be done and 
discusses the factors to consider in marketing 
through an industrial distributor. Accompanying 
the article is a list of twenty-two questions to be 
asked when selecting distributors. The author 
sums up his remarks by saying: “. . . we would 
like to make it clear that competition for product 
sales, through distributors, is becoming increas- 
ingly keen. Distributors are doing a more effec- 
tive job of selling, and yet distributor net profits 
for the past ten years have, in general, been de- 
clining. Increasing distributor profits, which are 
naturally determined by increased distributor 
sales, is a job for both manufacturer and dis- 
tributor.” 


Food Distribution in Canada. J. William Horsey, 
The Business Quarterly, Summer, 1959, pp. 
71-77. [S.c.H.] 

Current changes in Canadian food retailing in- 
clude (1) growing importance for food chains, 
which today account for 43 per cent of all food 
store sales; (2) heavy concentration of sales: two 
per cent of the stores (concentrated in three com- 
panies) account for 25 per cent of total sales; (3) 
Canadian supermarkets tend to be both new and 
large, carrying on the average about 5,000 items, 
and tending increasingingly to sell new foods. 


8. FINANCING 


A Quarterly Presentation of Flow of Funds, Sav- 
ing, and Investment. Federal Reserve Bul- 
letin, August, 1959, pp. 828-859. [G.F.] 


The flow of funds system of accounts is de- 
signed to provide a statistical framework appro- 
priate to the analysis of problems involving rela- 
tionships among financial and nonfinancial de- 
velopments and to permit the tying together of 
sector and financial market analyses into an in- 
tegrated analysis for the economy as a whole. 
Beginning with this issue of the Bulletin, the Fed- 
eral Reserve System plans to publish flow of 
funds accounts regularly on a quarterly basis. 
Quarterly estimates on the new basis have been 
prepared for the years beginning with 1952 on- 
ward. 

The significance of the flow of funds concept 
for marketing students lies in the efforts being 
made to provide an integrated picture of the rela- 
tionship between national income accounts, which 
measure output, and flow of funds which meas- 
ures by sectors of the economy who spends the 
money as well as where it comes from. While 
much remains to be done to close the statistical 
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gaps, the estimates of saving and investment by 
consumers, business, financial institutions, and 
government will prove helpful in appraising 
market potentials, by sector, projecting sales, and 
so forth. 


Stores Push Credit Accounts for Big Ticket 
Growth. Chain Store Age (Variety Store 
Ed.), May, 1959, pp. 50-51. [W.T.K.] 

One would not think that variety stores would 
do much of their business on a credit basis. But 
all three types of credit plan are now widely 
used (regular charge account, revolving charge 
account, and easy payment plan). Five of the ten 
leading variety store chains have installed credit 
plans, with reportedly successful results. Variety 
chain managers report that credit sales are run- 
ning from 10 per cent to 14 per cent of sales. 
This recent popularity of credit is due to two 
factors: (1) “we are living in the era of the 
credit card”; and (2) trading up of variety store 
lines into big ticket items. It all serves to point 
up the fact that the old “5 & 10 cent” public im- 
age of the variety store is rapidly declining in 
the United States. 


What Makes People Buy? George Christopoulos, 
The Management Review, September, 1959, 
pp. 5°8 ff. [j.m.x.] 

A broad review of motivation research is pre- 
sented here, replete with pros and cons, case his- 
tories, and results of surveys of attitudes and 
usage. The author shows that some MR tech- 
niques were in use as early as 1930. He looks for 
it to be integrated into marketing research as one 
of many available techniques. The author dis- 
cusses “conventional market research” without 
defining it—an all too common practice. 


9. FORECASTING 


Seasonal Variations and Business Expectations. 
Donald J. Daly, The Journal of Business, 
July, 1959, pp- 258-270 [s.c.H.] 

A number of studies of businessmen’s forecasts 
(such as Ferber’s study of shippers’ advisory 
board predictions of freight volume) have shown 
that they have a strong tendency to underestimate 
both expansions and contractions. This error is 
at least partially explained by the tendency of 
businessmen to work from time series unad- 
justed for seasonal variation. Although the av- 
erage businessman certainly knows the general 
pattern of seasonal variation facing his firm, he 
often is surprisingly unaware of its exact dimen- 
sions. 


A Review of Some Economic Forecasts for 
1955-57. Arthur M. Okun, The Journal of 
Business, July, 1959, pp. 199-211 [S.C.H.] 

An analysis of 18 one-year forecasts of GNP 
and its components, made by economists for nine 
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unidentified financial, industrial, and publishing 
houses in the New York area, indicates that on 
the average the forecasts were considerably more 
accurate than naive predictions (e.g. flat assump- 
tion of no change from the preceding year or 
from the last quarter of the preceding year) 
would have been. Consequently the economic 
forecasts seem to have had considerable value 
for managerial purposes. 


The Acceleration Principle: Department Store 
Inventories, 1920-1956. Newton Y. Robin- 
son, The American Economic Review, June, 
1959, Pp. 348-358. [s.c.H.] 

Regression analysis of department store sales 
and inventories lends support to multiplier-ac- 
celerator theories of minor business cycles since, 
over the period studied, a change of $1 in the 
level of monthly income created by the stores 
led to a $4.35 change in their inventories (valued 
at cost). A side result of the analysis was a find- 
ing that department store executives were pretty 
good forecasters, at least of the general direction 
of sales change. 


Suburban Growth Accelerating. Philip M. Hauser, 
Chain Store Age (Variety Store Ed.), March, 
1959, pp. E23-E24. [W.T.K.] 

In a speech before the National Conference on 
Metropolitan Growth, Hauser showed that our 
metropolitan areas will absorb most of the “pop- 
ulation explosion” forecast by most demograph- 
ers, which could bring our population up to goo 
million by the year 2000. 

Between 1900 and 1950, the standard metropoli- 
tan areas absorbed 73 per cent of the total popu- 
lation growth; between 1940 and 1950, they ab- 
sorbed 81 per cent; and between 1950 and 1955 
the metropolitan areas absorbed 97 per cent of 
our population increase. During these periods, 
suburbia grew much more rapidly than did the 
center city areas, seven times as rapidly between 
1950 and 1955. 

Predicting that these trends will continue, 
Hauser forecasts a net addition of 60 million to 
our metropolitan areas by 1975, shared 10 mil- 
lion in the central city, and 50 million in sub- 
urban areas. There will be 200 standard metro- 
politan areas by 1975, versus 168 in the 1950 
Census. Growth of concentric rings about the 
cities will continue to chew up the countryside. 


Setting Sales Objectives for Small Business. Rich- 
ard M. Hill, University of Illinois Bulletin, 
April, 1959, pp. 1-60. [w.s.P.] 


This issue of the University of Illinois Bulletin 
discusses the basic and initial steps in sales plan- 
ning for the small businessman. The four sec- 
tions cover the uses and significance of sales goals, 
the techniques of determining sales goals ap- 
plicable to small retail and wholesale enterprises, 
and the adjustment of these goals to make them 
better as operating guides. The Bulletin will 
comprise worthwhile reading for those even out- 
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side the area of “small” business operations. The 
author is to be commended for his grasp of the 
subject. 


Inventory Decision Making. Rocco Carzo, Jr., 
Pennsylvania Business Survey, March, 1959, 
pp. 6, 8. [B.c.] 


This is a study of the relationships of the 
changes of the levels of inventories in the Home 
Laundry Manufacturer's Industry to changes in 
the level of sales. The businesses analyzed in this 
study are leading national manufacturers of laun- 
dry electrical appliances. The inventory changes 
were related only to finished goods inventory for 
the period 1950-1956. 

The author's findings reveal that output lagged 
behind changes in demand by about a year. 
There appear to be several reasons why man- 
agers miscalculate so badly in their efforts to 
keep inventories in a normal relationship to sales. 


10. FOREIGN MARKETING 


The O.E.E.C. and the Common Market. Marc 
Quin, The Organization for European Co- 
operation, April, 1958, 32 pp. [K.A.C.] 


The purpose of this report was to establish per- 
spective during negotiations for a free trade are. 
in Europe, and its relationship to the broader 
common market objectives of O.E.E.C. Subjects 
discussed include: the role of the O.E.E.C., why 
a free trade area, less desirable alternatives, the 
substance of the free trade area, the problem of 
economically underdeveloped countries. 

While not political in objective, objectives of 
the free trade area are broader than purely com- 
mercial questions. They include economic, social, 
and financial policies of member countries. 


Disruptive Competition and the South African 
Customs Tariff. D. W. Goedhuys, The 
South African Journal of Economics, June, 
1959, PP- 104-115. [S.C.H.] 


The author argues for a set of complex, flex- 
ible tariff formulas to offset the effect of low- 
priced imports into South Africa, especially 
when they result from dumping and other dis- 
ruptive practices. One of the disruptive situations 
Goedhuys discusses arises from South Africa's 
Southern Hemisphere location which makes it an 
attractive market for goods being subjected to 
“end-of-season” clearance in the northern part 
of the world. 


Changes in South Africa’s Terms of Trade. 

T. van Waasdijk, The South African Jour- 

nal of Economics, June, 1959, pp. 116-124. 
[S.c.H.] 

The author’s conclusion, that South Africa’s 

terms of trade improved substantially over the 
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period 1946 to 1958 even though there was con- 
siderable weakening in the last eight years of 
the period, probably will interest only those es- 
pecially concerned with trade with the Union. 
More general interest is likely to attach to his 
description of the difficulties of computing index 
numbers for changes in import and export values. 


The Changing Pattern of Credit Sales in Europe. 
Euromarket, June, 1959, pp. 29-30. [0.P.A.] 


More people have been buying goods on the 
installment plan in Europe and this trend is 
expected to continue, as many countries are taking 
steps to make credit buying easier and cheaper. 

Incomplete statistics suggest that today only 
one out of eight or nine Europeans is buying 
something on credit. The proportion of retail 
sales done on installment is under 5 per cent 
of total volume, and the average individual's in- 
debtedness is approximately one-tenth that of 
the average in the U.S. 

Individual country situations in several key 
European countries are analyzed in terms of 
financing regulations. 

In the past, installment buying had not been 
encouraged because it was thought to be infla- 
tionary by creating an increased demand for 
goods. Since today’s need is to keep demand high 
and productive capacity working, credit buying 
is being stimulated rather than being held down 
at artificial levels. 


A Directory of Foreign Advertising Agencies and 
Marketing Research Organizations. U.S. De- 
partment of Commerce, April 1959, 135 
Pp- 45 cents. [K.A.c.] 


This book lists foreign advertising agencies and 
market research firms, from Colony of Aden to 
Zanzibar. 

The listing is alphabetical by countries and 
provinces, then alphabetical, separately for ad- 
vertising agencies and market research firms. 
Available services are described, by countries and 
by companies. Absences of service companies are 
noted. An attempt has been made to list only 
reputable companies. Fairly complete listings were 
attempted, except that where advertising is in 
broad use, a small representative sample may be 
all that is given. 

For branch or subsidiary companies, the par- 
ent company name and address are given, where 
known. This includes U.S. parent companies. 
Affiliations of U.S. companies with independent 
companies are considered volatile and therefore 
omitted. There is a separate three-page listing 
of international voluntary networks of non-US. 
companies. 

Service rates, commissions, fees are not listed. 

The six pages of text material include cross 
references to other helpful government docu- 
ments and helpful information such as the fact 
that “publicity” abroad is synonymous with “ad- 
vertising” in the U.S. and that foreign advertis- 
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ing agencies frequently are owned by publishers, 
and are correspondingly biased. 


International Economic Statistics. A Memorandum 
Prepared for the Subcommittee on Eco- 
nomic Statistics of the Joint Economic 
Committee, Bureau of the Budget, Joint 
Committee Print, 85th Congress, 2d Session, 
printed for the use of the Joint Economic 
Committee, 73 pp., free. [K.A.c.] 


Part I describes international statistical agen- 
cies, the kinds of statistical data available, and ac- 
tivities for the improvement of national statistics 
and their international comparability. 

Part II explains national income and expendi- 
ture accounts, analyzes the kinds of national ac- 
counts data now available throughout the world, 
evaluates comparability and quality. There are 
5 tables. 

This document is too complex to summarize. It 
should be a valuable checklist for those who 
must make statistical analyses—market or eco- 
nomic—of foreign markets. The point of view and 
the selection of materials to discuss are primarily 
those of a national incomes economist. 


United States Recessions and Selected Imports. 
R. A. Degen, Canadian Journal of Eco- 
nomics and Political Science, May, 1959, 
pp. 180-189. [s.c.H.] 


Although individual commodities show consid- 
erable diversity of behavior, analysis of sales of 
imported and domestic production of nine com- 
modities during five recessions indicates that in 
general, domestic production suffered as severely 
or more than importations. 


Partnership for Progress: International Tech- 
nical Cooperation. The Annals of the 
American Academy of Political and Social 
Science, May, 1959, pp. 1-161. [S.C.H.] 


This issue of The Annals is devoted primarily 
to the problems of administering international 
technical assistance, and therefore probably is of 
greatest interest to marketing teachers and others 
who have gone abroad, or have contemplated do- 
ing so, on ICA, Ford, Fulbright, and other pro- 
grams. In general the article argues for careful 
planning, thorough consideration of the needs 
and abilities of the host country, and sympathetic, 
sincere administration. 


How to Build a Super Market in Brazil. Super 
Market Merchandising, May, 1959, pp. 162- 
165. [W.L.] 

This article gives a brief case history of how 
two graduates of the Harvard Business School es- 
tablished a supermarket in Sao Paulo. It points 
up some of the personnel, supply, and operating 
problems encountered in foreign operations. The 
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supermarket is having an impact on local re- 
tailers, influencing them to improve their stores 
and practices. As yet, supermarkets appeal to a 
limited SA{o0 Paulo market and are meeting strong 
competition from small storckeepers. Neverthe- 
less, the chain has grown from two units in 1954 
to eight at present. 


Advertising in a Socialist Economy. Laszlo Son- 
kodi, Cartel, April, 1959, pp. 41-43, and 
July, 1959, pp- 76-80. [s.c.H.] 

Sonkodi points out that it is important to so- 
cialist (as well as capitalist) economies that stocks 
of available goods match consumer demand and 
vice versa. Once the economy presses beyond the 
subsistence level, this problem of matching be- 
comes acute since imbalances are bound to exist. 
These will be caused by varia’’ons in production 
(particularly of agricultural goods), changes in 
foreign exchange situations and import possi- 
bilities, political and social considerations, and 
the vagaries of consumer demand. Matching can 
then be achieved either by price adjustments 
(which are difficult under central planning) or 
through inducing changes in consumer demand 
through persuasive advertising. Also, since the 
diseconomies of scale usually require the estab- 
lishment of several enterprises in various com- 
modity fields, even under socialism, production 
and marketing rivalries, which are healthy, are 
likely to develop and lead to competitive as well 
as persuasive advertising in the socialist state. 

This model is then compared with develop- 
ments in Soviet Russia, where consumer adver- 
tising was originally condemned and ignored, but 
where it is now being used increasingly. An in- 
ternational conference on advertising technique, 
held at Prague last year, was attended by repre- 
sentatives of the Soviet Union, East Germany, 
China, North Korea, Bulgaria, Poland, and other 
Communist countries. A speech delivered to the 
All-Union Conference of Distribution Workers by 
A. I. Mikoyan in 1953 contains many criticisms 
of capitalist advertising, but also calls for the de- 
velopment of marketing-research activities in the 
Soviet Union and for the improvement of adver- 
tising and window-display techniques. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


Are We Too Rich Already? Fortune, March, 1959, 
pp. 112-113 seq. [W.T.K.] 

For those who have not read John Kenneth 
Galbraith’s The Affiuent Society, this article pro- 
vides a capsule summary of some of his most im- 
portant arguments. It also provides a criticism of 
certain Galbraithian assumptions. For example, 
Fortune takes Galbraith to task for proposing an 
increase in government-directed spending at the 
expense of the private consumption segment on 
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postulates of a free society. Moreover, although 
it takes time to educate the consumer to spend 
his dollar wisely, and to raise standards of public 
taste, Fortune pins its hopes on the beneficial 
long-run effect of our increasing emphasis on 
more and better education. 


State Trading (Part I). Melvin G. Shimm, Editor, 
Law and Contemporary Problems, Spring, 
1959, 131 pp. [S.C.H.] 


State trading (the government conduct or con- 
trol of commercial intercourse) has increased 
greatly during the twentieth century, due to the 
great depression, two world wars and the rise of 
the Soviet system. This issue of Law and Con- 
temporary Problems concentrates on the theoreti- 
cal aspects of state trading in international com- 
merce, while the next issue will devote more at- 
tention to operating practices. Although some of 
the articles in this issue deal with historical and 
economic aspects of state trading, greatest atten- 
tion is given to such legal problems as state 
sovereignty and legal immunity. 


Needed: New Ground Rules for Competition. 
Dun’s Review, July, 1959, pp. 41-43. [S.C.H.] 


An interview with George Romney, President 
of American Motors Corporation, in which he ad- 
vances the position that any company whose sales 
exceed a given percentage of the total business in 
a relevant market ought to be required to spin off 
a part of its business so as to establish a new com- 
petitor. Romney suggests 35 per cent as a rea- 
sonable limit for single-industry firms and 25 per 
cent as a ceiling for firms operating in two or 
more major industries. 


12. HISTORY AND TRENDS 


Quarterly Financial Report for Manufacturing 
Corporations. U.S. Federal Trade Commis- 
sion and Securities and Exchange Commis- 
sion (Jointly). [K.A.c.] 


This report is useful to keep track of the chang- 
ing over-all profitability of the operations of in- 
dustrial customers by size and industry. Starting 
with the first quarter, 1959, this publication uses 
the new SIC classifications. 

You may also get some selling-point clues from 
the more than 4o ratios and more than 40 income 
statement and balance sheet items. 


Factors Influencing Competition among Flour 
Mills in the Pacific Slope States. V. John 
Brensike, Marketing Research Report No. 
362, Agricultural Marketing Service, U.S.D.A., 
August, 1959, pp. 64. [J-K.s.] 

Flour production, proportion of milling ca- 
pacity utilized, and the number and size of mills 
in the Pacific Slope area followed the national 
trends quite closely between 1947 and 1957. This 
general tendency, however, results from averaging 
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the divergent trends in California, Utah, and 
Southern Idaho with those found in the Pacific 
Northwest. The increased flour production and 
proportion of milling capacity utilized in Cal- 
ifornia has more than offset the decreases expe- 
rienced in the Pacific Northwest, especially in 
Washington. 

Competition among the flour mills located in 
the Pacific Coast States has been influenced by 
many factors—among them the national trend 
towards fewer and larger mills, and a reduction 
in the number of small independent mills. Fore- 
most among the local factors influencing com- 
petition are: (1) the larger exports-of wheat 
from the Pacific Northwest (partially the result of 
the accumulation of stocks), (2) inadequate recog- 
nition by the Price Support Program of changes 
in the quality of the wheat produced, and (3) the 
percentage increases in railroad transportation 
rates. Other factors influencing this intraregional 
competition are a relatively smaller demand for 
flour byproducts in the Pacific Northwest, a de- 
creasing domestic disappearance of soft white 
wheat, and the relatively greater growth of popu- 
lation in California. 


Western Union, by Grace of FCC and AT&T. 
T. A. Wise, Fortune, March, 1959, pp. 114- 
119 seq. [W.T.K.] 


Western Union was one of the most successful 
monopolies of the 19th Century. Incorporated in 
1856, by 1866 it had absorbed virtually every in- 
dependent telegraph company and it reached 
from coast to coast. In the latter part of the igth 
Century and early goth Century, Western Union 
engaged in an epical war with the telephone in- 
terests. The arch enemy, American Telephone 
and Telegraph, won stock control of Western 
Union in 1g09 but disposed of its holdings in 
1914 to head off anti trust action. AT&T stayed 
in the private wire business after 1914, and in 
1931 developed its TWX service, which raised 
havoc with Western Union's conventional com- 
mercial service. Finally, from 1880 on, Western 
Union had to share the telegraph market with 
Postal Telegraph. It was not until 1943 that 
merger with Postal Telegraph was allowed by a 
special act of Congress. Despite the merger, by 
1949 the Federal Communication Commission re- 
ported to Congress that it was doubtful “whether 

. ary program which can be devised can save 
Western Union.” In that year, however, an in- 
spired leader, Walter Marshall, took over. How 
Marshall saved a desperately ill company, and 
modernized its operations is a fascinating story. 


The Good Uses of $750 Billion. Gilbert Burch and 
Todd May, Fortune, April, 1959, pp. 104-107 
seq. [W.T.K.] 

In the fourth of the series “The Markets of the 
Sixties,” Burch and May put together some in- 
teresting projections that afford a rather opti- 
mistic picture of the 1960s. In the March, 1959 
article, Fortune predicted an average rate of 
growth of the total U.S. output of 4.2 per cent 
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annually based on a continued increase in pro- 
ductivity (output per man-hour) of § per cent a 
year, and a rapidly expanding labor force (more 
man hours worked). This growth of over 4 per 
cent a year cumulates to a Gross National Prod- 
uct of $500 billion for 1960, and $750 billion by 
1970. This is a big melon. How will it be cut up 
among the different kinds of expenditures, i.e. de- 
fense, investment, and consumption; then among 
major categories of consumption? A forecast of 
such shares is given in the article. 


Census of Manufactures, 1954: Vol. IV, Indexes of 
Production. U.S. Bureau of the Census, 
March, 1959, 44 pp. $2.00. [K.A.G.] 


This report, now available, gives indexes and 
weights, measuring growth in physical output 
from 1947 to 1954, for SIC groupings for 436 in- 
dustries, involving 6,000 products. 


How Can the U.S. Get 50 Per Cent Richer? C. E. 
Silberman and Stanford S. Parker, Fortune, 
March, 1959, pp. 107-111 seq. [W.1.K.] 


The third article in the Markets of the Sixties 
Series. Fconomists in 1956 and 1957 were warning 
that United States productivity seemed to be 
slowing down, since the rate of increase in pro- 
ductivity was only 1.5 per cent in each of those 
years. However, since the middle of 1958, output 
per man-hour has risen more than 6.5 per cent. 
Of course, we can not maintain this high rate of 
increase indefinitely. But assuming a more realis- 
tic 3 per cent rate of increase in the 1960s, plus a 
1 per cent increase in the number of man-hours 
(a reasonably conservative assumption), the United 
States gross national product could rise to $740 
billion by 1970. 

The authors foresee important changes bring- 
ing about increased productivity: mechanization 
in the trade and service industries (e.g. extension 
of self-service in more retail lines); technological 
revolution in the white collar, clerical fields (re- 
placement of man power by electronic comput- 
ers); still more automation in the manufacturing 
industries; containerization in transportation; pre- 
fabrication and modular construction in the build- 
ing industry; etc. Although there are “stubborn 
services,” industries that will lag in productivity 
(repair services, domestic service, hotel employees, 
etc.), a 50 per cent increase in our living stand- 
ards is quite feasible by 1970. 


13. INDUSTRIAL 
MARKETING 


Here’s Proof—The Industrial Buyer Is Human. 
F. Robert Shoaf, Industrial Marketing, May, 
1959, pp. 126-128. [J.£.M.] 


In a study of industrial buying, 137 managers 
functionally engaged in administration, produc- 
tion, engineering, and purchasing were inter- 
viewed to determine the psychological factors 
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involved in industrial buying. As a result, five 
broad conclusions were reached: (1) the industrial 
buyer is more human than usually realized; (2) 
while administrative, production, engineering, and 
purchasing managers are different in function, 
they all share the same management interests; (3) 
industrial marketing is not doing an adequate job 
of changing needs into wants; (4) as industrial 
products become alike, emotional factors become 
important in supplier and brand selection; and 
(5) a company’s current prospects are the best 
prospects. From these conclusions it is evident 
that both rational and emotional appeals are to 
be made in industrial marketing. 


14. MARKETING 
MANAGEMENT 


Kress Revitalizes. Chain Store Age (Variety Store 
Ed.), April, 1959, pp. 66-79. [W.T.K.] 


An excellent case study of how the moderniza- 
tion of a firm that was basically well established 
but a bit behind the times was accomplished. 
Under the dynamic leadership of its president, 
George L. Cobb, Kress has shaken up its organiza- 
tion structure, merchandising policies, financial 
planning, sales promotion, and personnel. Ii plans 
to add 20 to 25 stores a year, these to average 
25,000 square feet with a sales-to-stock floor space 
ratio of g to 1. It will renovate its old 10,000 
square-foot stores, and relocate many of its ware- 
houses. These and other details (including some 
good organization charts) afford a revealing pic- 
ture of how to go about revamping an established 
chain organization. 


Lever’s Artful Dodging. Spencer Klaw, Fortune, 
June, 1959, pp- 125-127 seq. [W.T.K.] 

In this interesting case study in marketing strat- 
egy, Klaw traces the history of Lever Brothers 
through its bad decline in the late 1940s and into 
its revival in the 1950s. 


Need Marketing Advice? Ask Your Dealer. Aaron 
Sternfield, Dun’s Review and Modern In- 
dustry, September, 1959, pp. 48, 49. [R-L.C.] 


The author describes how dealers—“the men 
who know the customers best”—have become re- 
spected advisors on marketing policy and how 
new ideas and intelligent criticism flowing from 
dealer advisory groups spell profits for many com- 
panies. Companies referred to in this connection 
include Shell Oil Company, American Motors Cor- 
poration, Bell and Howell Company, and Rudd- 
Melikian. 


It’s Time to Debunk Human Relations. Bernard 
Davis, Sales Management, March 6, 1959, 

pp- 82-84. [W.T.K.] 
In this stimulating little article, Davis sets out 
to debunk the theory that “a happy worker is a 


100 
- 


MARKETING ARTICLES IN REVIEW 


productive and efficient worker.” He argues: (1) it 
is not the function of a business to make people 
happy but to get out the work, and (2) all of the 
changes that have led to growth and progress in 
our society have come from people who were un- 
happy or discontented with the way things were 
done and wanted a better way. Therefore, the 
boss occasionally has to exert his authority and 
discipline his subordinates. This makes people 
temporarily unhappy, but most of us perform bet- 
ter under pressure, and an executive's authority 
will be better respected when he is a bit tough- 
minded as well as being understanding. 


The Ripe Problem of United Fruit. Herbert So- 
low, Fortune, March, 1959, pp. 97-100 seq. 
[W.T.K.] 


A good case history on what happens to a com- 
pany hat sticks to one product exclusively with- 
out diversifying its line. A generation ago United 
Fruit Company sold 75 per cent of all bananas 
marketed in North America; now it sells 57 per 
cent. It once accounted for two-thirds of the Eu- 
ropean banana market; now it has but 10 per 
cent. In addition to a declining market share, the 
company has been faced with a flattening per 
capita banana consumption due to competition 
with other fruits, and with burgeoning costs. To 
compound the injury, 49 million of the Com- 
pany’s banana trees in Central America were 
blown down in 1957 and 1958. As a result, the 
profit margin has been driven from 33.4 per cent 
of sales in 1950 to 15.4 per cent in 1957. 

The obvious cure is to diversify, to find some- 
thing else to replace declining sales and profits. 
United Fruit will spend $2,500,000 on research in 
1959, a great part of which will be devoted to ex- 
ploring various alternatives open to the Company. 
Among those are: a new banana purée; utilization 
of bagasse (a fibrous waste left after sugar cane 
is ground); grow and market cacao, palm oil, and 
other forest products; explore for oil and minerals 
on its 2 million acres of land in Latin America. 
The marketing man is often asked to work on 
such product diversification problems, and should 
find this case of great interest. 


Bureau of Public Roads—Annual Report for Fis- 
cal Year 1958. Bureau of Public Roads, 


February, 1959, 97 PP-» 30¢. [K-A.G.] 


The Interstate Highway System is adding a new 
dimension to the markets of many suppliers of 
equipment and materials, and will continue to do 
so for many years to come. Similarly, these new 
and better highways are already having a pro- 
nounced effect on the relocation of both industrial 
plants and retail establishments and on the rout- 
ing and method of shipment of merchandise. 
Timing is vital for decisions based on Interstate 
Highway construction. 

This is the first annual report after substantial 
construction progress has been made. For some 
companies, this report is a “must.” 

Watch closely for changes in the times of con- 


struction on each part of this new highway sys- 
tem. Failure to do so may result in too early 
or too late accumulations of inventory by sup- 
pliers or too early or too late changes in plant or 
store locations. 


Today’s Sales Challenge: Top Management Speaks 
Out. Kenneth Henry, Dun’s Review and 
Modern Industry, September, 1959, pp. 
42-44. [R.L.C.] 

This article reports a summary of the views 
expressed by the 175 members of Dun’s Review's 
Presidents Panel. Despite a nearly unanimous pre- 
diction of sales gains averaging 12 per cent this 
year, the presidents of some of America’s biggest 
industrial companies say that the real selling op- 
portunity is still to come. In their view, new 
products, improved distribution, and bigger and 
better-managed sales forces are tomorrow’s sell- 
ing tools. 


15. MARKETING 
EDUCATION 


Proceedings: Conference of Marketing Teachers 
from Far Western States. Delbert J]. Duncan 
(Ed.), Berkeley: University of California, 
Berkeley, 1958. [w.s.P.] 


Under sponsorship of the Ford Foundation, 
representatives of western collegiate schools of 
business met in conference at Berkeley on Sep- 
tember 8, g, and 10, 1958. The proceedings of 
these conferences have just become available. The 
conferences were in general designed to examine 
critically the present curricula in marketing 
schools and their teaching methods in the light 
of modern developments in marketing theory, re- 
search, and the behavioral sciences. Copies of the 
proceedings are available from the editor at the 
University of California, Berkeley. 


16. MERCHANDISING 


A Survey of Cigarette Packages from Roll-Your- 
Own to Filter Tips. Gregory Dunne, /n- 
dustrial Design, February, 1959, pp. 32-43- 
[J-E.M.] 


Cigarette package design reached a new interest 
high-point when Camel failed in an attempted 
package redesign last fall. Cigarette packages had 
their beginnings in America’s first national to- 
bacco product—Bull Durham of Civil War vintage. 
In 1883 machine-made cigarettes appeared. By 
1903 a directory listed 2,124 brands of cigarettes, 
cigarros, and cheroots. Since the beginning of this 
century, cigarette packages have gone through a 
multitude of changes. 

This survey is of interest to the marketer in 
that the current introduction of filter-type cig- 
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arettes has emphasized package design and re- 
search. Solutions to certain problems are pre- 
sented. 


Dreaming: How Futuristic Models Pay 
Off. Dun’s Review, July, 1959, pp. 57-60. 
[s.c.H.] 


Highly imaginative models of future products 
(“Miracle Kitchens, Motoramas, and Custom 
Trending Exhibits”) tend to have excellent effects, 
both upon customers who become interested in 
future developments and whose resistance to 
change is weakened and upon internal staffs 
whose imagination and research are sharpened. 
The development of such models also helps ex- 
tend the “corporate image,” both internally and 
externally, as being progressive and enlightened. 


Merchandising Frozen Food by Locker and Freezer 
Provisioning Plants. Bert D. Miner, Mar- 
keting Research Report 313, Farmer Co- 
operative Service, U.S.D.A., April, 1959, pp. 
30. [J.K.s.] 


A new method of food distribution has devel- 
oped with the advent of home freezers. This 
method entails selling bulk quantities of frozen 
food directly to consumers, often on a financed 
basis, and is known as freezer provisioning. 

Although freezer provisioning began in the 
mid 1940s, its major growth has come in the last 
four or five years. The locker and freezer pro- 
visioning industry is probably the most important 
group of businesses supplying bulk quantities of 
frozen food to home freezer owners. 

This report is based on a study made by 
Farmer Cooperative Service in which a total of 
2,546 locker and freezer provisioning establish- 
ments, about one-fourth of the industry, received 
questionnaires. They were selected because of 
their merchandising operations. The study sought 
to determine and examine factors influencing the 
success of these merchandising operations. 


Where We Stand Today in Private Brand Mer- 
chandising. Robert W. Mueller, Progressive 
Grocer, August, 1959, pp. 48-53. [J.s.w] 

The current “great debate” in the food indus- 
try is over private brands versus manufacturers’ 
brands. Here the history of this perennial contro- 
versy is traced, and it makes interesting reading. 

Historical aspects are followed by an assessment 

of private brands today—attitudes, prices, share of 

the market, incidence of use, and merchandising 
procedures. Whether private brands are to succeed 
depends on the consumer and the store operator. 


New Products for Old. Melvin Mandell, Dun’s 
Review, August, 1959, pp. 36-37. [S.C.H.] 


The size of the reconditioning and rebuilding 
industries is often underestimated. Actually about 
one-third of all tires purchased by consumers are 
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recaps, 75 per cent of all replacement television 
tubes are rebuilt from used glass envelopes, about 
400 companies remanufacture steel drums, 20 per 
cent of the used machine tools sold in the United 
States (representing about go per cent of the dol- 
lar volume) are rebuilt, hundreds of DCg’s and 
other transport and military planes have been 
rebuilt into executive aircraft, and so on. Re- 
building activities often provide practical diversi- 
fication for new product manufacturers, are a 
good recession hedge, and provide low-capital op- 
portunities for new entrants. 


An Economic Analysis of the Market for Frozen 
Guava Nectar Base: Buying Patterns and 
Potential Sales. Frank S. Scott, Jr., Agri- 
cultural Economics Bulletin 14, Hawaii 
Agricultural Experiment Station, Univer- 
sity of Hawaii, September, 1958, 21 pp. 
[j-s.w.] 


If persistent market analysis is any indicator of 
marketing success, Hawaii should flourish! The or- 
ganization sponsoring this study has also backed a 
number of similar examinations of the market 
for Hawaii's relatively unknown agricultural 
products. Frozen guava nectar base is second only 
to frozen orange juice in island consumption. 
Mainland tests have found the product faring 
poorly when compared to passion fruit. This sit- 
uation is just the reverse in the Hawaiian Islands. 
Thus, it is felt that lack of knowledge by Main- 
land consumers is at the heart of the marketing 
problem facing frozen guava nectar base. If the 
island rate of consumption could be achieved, a 
market for 1,400,000 cases could be developed, 
returning more than four million dollars to the 
economy of Hawaii. This figure should be the 
minimum goal, according to Scott. 


Should Shelf Items Be Grouped by Brand or Com- 
modity. Super Market Merchandising, April, 
1959, PP- 113-14. [W.L.] 

To investigate the title question, thirty-two 
supermarket companies were surveyed. The re- 
sults are mixed. Twenty-two companies are not 
willing to make any change in present groupings, 
eight use some brand groupings for a minor part 
of their merchandise, and only one operator is 
considering the switch to brand groupings. 


Background Music Pipes Up. The Economist, 
June 13, 1959, p. 1025. [F.M.] 

Muzak Corporation is marketing on a world 
wide basis some $12 million of recorded music as 
a “subliminal” production boosting tool. The 
brilliance behind Muzak merchandising success is 
their ability to take standard pieces of “canned” ~ 
music and carefully weave them together into dis- 
tinct programs. In this process of “program differ- 
entiation” each recording is meticulously rated 
for its degree of emotional stimulation. The day's 
programs are then plotted on charts and punched 
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on IBM cards. Although the individual compo- 
nents are suitable for the dinner table, the lunch 
or cocktail hour, the main objective of Muzak 
programs is to “offset . . . the hour to hour fluc- 
tuations in workers’ energy and application.” 


17. PRICING AND PRICE 
POLICIES 


Failure of Recommended Prices. Cartel, April, 
1959, P- 47- [S.C.H.] 

Upon the abolition of resale price maintenance 
in Sweden in 1953, manufacturers were permitted 
to “recommend” resale prices. Although many 
critics thought this was a difference without a 
distinction, a study undertaken by the State Price 
and Cartel Office shows that many retailers are 
selling below the recommended prices. 


An Interim Report on M. M. A. Sam Flanel, Re- 
tail Control, May, 1959, pp. 25-40. [S.C.H.] 


A general discussion of Merchandise Manage- 
ment Accounting as “a merchandising philosophy 
which emphasizes the dollar contribution of the 
individual item, and thus encourages merchants 
to make their decisions primarily in terms of dol- 
lar contribution or profit potential (instead of 
thinking in terms of average percentage markups). 
This program involves consideration not only of 
the merchandise item costs and retail prices but 
also of potential turnover, transportation costs, 
and markdown expectations; and to as great an 
extent as feasible, it takes into account the item 
costs of handling, advertising, selling, and other 
ascertainable charges to arrive at an expected 
item contribution.” The article presents: a num- 
ber of examples of situations in which merchan- 
dise management accounting either changed man- 
agement’s thinking concerning the profitability of 
planned promotions or induced operating changes 
designed to improve profit performance. 


Competition and Retail Gasoline Prices. S$. Mor- 
ris Livingston and Theodore Levitt, The 
Review of Economics and Statistics, May, 
1959, PP. 119-132. [S.C.H.] 

This study of the prices charged at the same 
time in 7,234 gasoline stations in six midwestern 
cities discovered “much more variation in retail 
gasoline prices than is frequently assumed. This 
is true even of prices posted on the pumps, and 
even among closely competing stations in the 
same neighborhood and selling Group I brands 
[standard brands of well-known refiners] with 
about the same degree of consumer acceptance, 
although the differences are usually only fractions 
of a cent. It is even more true after allowance is 
made for various open and undercover concessions 
from posted prices [including stamps and cou- 
pons]... . Price differences among Group I out- 


lets apparently reflect the tactics of individual 
retailers reacting to competitive opportunities and 
pressures as they see them ... they are not re- 
lated to differences in brand acceptance. Neither 
are they related to differences in dealers’ costs. 
- . » Posted price differences among Group I out- 
lets persist because the lower prices do not attract 
enough volume to force competitors to follow 
suit. .. . Various concessions from posted prices 
are only moderately more successful in attracting 
additional volume.” Considerably more variation 
was discovered in prices of premium grades and 
off-brand (or Group IJ) outlets. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


The State of Communications Research. Bernard 
Gerelson; and Comments on “The State 
of Communication Research”. Wilbur 
Schramm, David Riesman, and Raymond A. 
Bauer, Public Opinion Quarterly, Spring, 
1959 1-17. [6-F.] 

Berenson’s theme is that the state of communi- 
cation research is withering away “The great 
ideas” that gave the field so much vitality twenty 
years ago have to a substantial extent worn out. 

In the past twenty-five years there have been 
four major approaches and six minor ones to 
communications research. The political approach 
represented by Lasswell; the sample survey 
approach represented by Lazarsfeld; the small- 
groups approach represented by Lewin; and the 
experimental approach represented by Hovland 
are the major approaches. The six minor ap- 
proaches include: 1) Reformist approach repre- 
sented by Commission on Freedom of the Press, 
2) Historical approach represented by Riesman 
and Innis (but is it science?), 3) Journalistic ap- 
proach concerned with control aspects of media 
represented by Casey, Nixon, Schramm, 4) Math- 
ematical approach represented by Shannon and 
Weaver, 5) Psycholinguistic approach represented 
by Osgood and Miller, 6) Psychiatric approach 
represented by Ruesch and Bateson. 


How Students Carried Out a Practical Store Re- 
search Program. Eugene H. Fram, Stores, 
July-August, 1959, pp. 54-55. [J5.w-] 

In the school year 1957-1958 the retailing fac- 
ulty at the Rochester Institute of Technology 
tried an interesting experiment. The faculty was 
faced with the problem of how to make a re- 
search course in retailing interesting and worth- 
while to the student. The answer was found in 
an adaptation of the familiar co-operative work 
experience idea found in many retailing curricula. 
The student went into the retail store on a co- 
operative research basis, tackling actual problems 
that management felt were in need of intensive 
study. These problems were analyzed and recom- 
mendations made by the research student. The 


1 
i 
% 

e 


working details of the program are explained in 
the article. 


Michigan Statistical Abstract. Bureau of Business 
and Economic Research, College of Business 
and Public Service, Michigan State Uni- 
versity, Second Edition, 1958. [R.£.M.] 


The first edition of the Michigan Statistical 
Abstract, which was published in 1955, brought 
the first really complete compilation of statistical 
information about the state and its sub-groupings 
to marketing researchers and statisticians. This 
second edition has up-dated the useful informa- 
tion presented in the First Edition. Included in 
this reference sources are statistics on (1) popula- 
tion, (2) climate and land area, (3) income, em- 
ployment and public welfare, and (4) all phases 
of manufacturing, mining, business, and govern- 
ment in the state. 


Interviewing Business Leaders. Lewis A. Dexter, 
PROD (Political Research: Organization 


and Design), January, 1959, Ppp. 25-29. 
[R.E.M.] 


Difficulties in interviewing business leaders re- 
ported by some behavioral scientists may arise 
because businessmen sense a lack of respect or 
admiration on the part of the interviewer. 

The author takes exception to a statement 
made by Kincaid and Bright in an article in the 
American Journal of Sociology entitled “Inter- 
viewing the Business Elite.” In this article the 
authors stated that “businessmen appear to regard 
most research projects as something to be avoided.” 
Mr. Dexter cites instances in which he and others 
have experienced the fullest cooperation from 
businessmen. 

The article in PROD asserts that instances of 
non-cooperation are probably due to poor tech- 
nique on the part of the interviewer. Several ref- 
erences on interviewing technology are cited and 
briefly quoted. 


An Operations-Research Evaluation of the Use of 
Sales-Research Information. George K. 
Chacko, Operations Research, May-June, 
1959, PP- 313-321. [W.L.] 

This paper discusses a conceptual framework 
developed in response to an on-going inquiry into 
the optimum structure of information for a multi- 
plant, multi-product sales organization. The ideas 
are presented as a first step and working hypothe- 
sis in an extensive project. The model is difficult 
to define functionally and to determine empiri- 
cally because of the not-so-direct paths from raw 
material data to research information to decisions 
to change in sales. The present stage of the re- 
search project is still that of the input of raw data 
and output of information. This is at least two 
stages removed from the operations research eval- 
uation technique of the use of research informa- 
tion. 
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Experience in Designing Research Aimed at the 
Evaluation of Agricultural Promotion Pro- 
grams. George H. Goldsborough, Talk, 
Agricultural Marketing Service, U.S.D.A., 
April 8, 1959, pp. 11. [J-K.S.] 

This talk was delivered at the W.A.E.R.C. Mar- 
keting Research Committee meeting, Salt Lake 
City, Utah, on April 8, 1959. It outlines the meth- 
odology used in research on the sales effectiveness 
of agricultural commodity promotion since this 
type of work was initiated in the U. S. Depart- 
ment of Agriculture in 1956. The techniques de- 
scribed and evaluated include (1) the subdivided 
time series using a single market test, (2) test and 
control markets, (3) multiple regression analysis, 
and (4) controlled rotational experiment using 
pairs of matched cities. In addition, the talk dis- 
cusses how single city consumer panels, paired as 
test and control markets, might be useful in eval- 
uating longer term effects of promotion. A study 
of the sales effect of selected merchandising ma- 
terials on dairy home delivery routes is also cov- 
ered. 


Market Research Needn’t be Expensive. George 
P. Nicholas, Sales Management, March 20, 
1959, pp. 82-89. [W.T.K.] 

It is obvious that small firms need the guidance 
afforded by a good market research department 
as much, or even more, than do large firms. Yet 
many small concerns think they cannot afford the 
cost of a good market research department. This 
is wrong, as is shown by the case of M. Don Lyons 
who set up the marketing research department 
for Sun Chemical Corporation. With a minute 
department (staff of two besides the director), and 
a budget of less than $50,000 a year, Lyons has 
been able to supply all kinds of useful services, 
including plant location studies, market and eco- 
nomic forecasts, product analysis, territorial anal- 
ysis, salesmen quota assignment, etc. How he is 
able to offer so rich a fare on such a limited 
budget is explained in the article. Especially in- 
genious is the “do-it-yourself research kit” that 
Lyons developed to show his distributors how to 
determine customer potentials in their territories 
with a minimum of expense. 


Subliminal Perception: Some Negative Findings. 
Allen D. Calvin and Karen S. Dollenmayer, 
Journal of Applied Psychology, June, 1959, 
pp. 187-188. [F.M.] 


Flashing subliminal messages during a movie 
has allegedly increased Coca-Cola sales by 18 per 
cent and popcorn by 50 per cent. This claim is 
experimentally tested. The authors do not find 
any evidence for subliminal perception and con- 
clude that “the striking findings claimed by the 
commercial organization at an exposure speed of 
1/3000 of a second are due to some artifact and 
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are not a genuine instance of subliminal percep- 
tion.” 


Art Work Versus Photography. Charles Winnich, 
Journal of Applied Psychology, June, 1959, 
pp. 180-182. [F.M.] 


How does photography compare with art work 
in illustrating consumer magazine advertising? 
Empirical data are presented on acceptance, be- 
lievability, and recall of matched gasoline, soft 
drink, toothpaste, and coffee ads. The article in- 
cludes a bibliography of appropriate examples 
which appeared in the period from 1947 through 
1958 in the “Which Ad Pulled Best?” section of 
Printers’ Ink. 


19. RETAILING 


Mill Stores: What Makes Them Tick? S. O. Kaylin, 
Chain Store Age (Variety Chain Ed.), March, 
1959, pp- E15-E18. [w.1-k.] 


The “mill store”, a new type of discount store 
operation, is described in this article. Originating 
in old, abandoned mills, these retail units are 
large, running from 54,000 square feet to 152,000 
square feet. They employ typical discount house 
strategy: low markup, self service, pre-packaged 
merchandise, cash sales, and adequate parking for 
customers. A number of departments are leased, 


the major categories being: shoes, toys, domestics, 
housewares, and millinery. Other departments fre- 
quently leased out include: jewelry, bakery, paint, 
furniture, health and beauty aids, florist, gift- 
wares. Up to 50 per cent of a mill house’s volume 
may be in leased departments. 


Centers in High Gear. S. O. Kaylin, Chain Store 
Age (Variety Chain Ed.), May, 1959, pp. 
E29-E53. [W.T-K.] 


Chain Store Age’s 7th Annual Report on Shop- 
pins Centers contains a wealth of valuable infor- 

ation on the subject. 

There are now approximately 3,700 shopping 
centers which will account for some $40 billion in 
volume in 1959, almost 20 per cent of total retail 
sales. Some goo centers will be completed in 1959. 
All of these are being built by professionals who 
know their business, in sharp distinction to the 
amateur treatment accorded many early centers. 
Therefore, the qualifications for tenants in these 
centers are being raised, making it difficult for 
any but AAA tenants to get into the new ones. 

Recent developments in center planning are 
covered, together with certain controversial ques- 
tions, such as: Should a discount house be allowed 
in the center? How much co-operative promotion 
of a center should there be? How big should a 
center be? 

An interesting feature of the study is the an- 
nual lease tabulation which gives detailed statis- 
tics on current leasing practices and arrangements 
by type of store. 


Seven Sections Spearhead 5.9% Sales Advance by 
Supers, Grocery Stores. Food Topics, pp. 1, 
3, 7, 8, 10-12, 74, 76, 78, 80, 82, 84. [j.s.w.] 


Food Topics makes an annual consumer expen- 
ditures study. In this article the results of the 
twelfth of these studies are reported, for the year 
of 1958. From the wealth of statistics presented 
one learns that health and beauty aids with an 
increase in 1958 over 1957 of 11.4 per cent and 
meat department sales with an increase of 10.8 
per cent were the big gainers. Over-all increases 
equalled 5.9 per cent. Frozen foods (7.8 per cent 
gain) and household supplies (7.1 per cent gain) 
exceeded this over-all average while canned foods 
(+ 3-9 per cent), baked goods (+ 3.8 per cent), 
and dairy goods (+ 3.5 per cent) failed to do so. 
Each major category is minutely broken down 
into subgroups. 


How 58 Chains Fared Last Year. Chain Store Age 
(Variety Store Ed.), June, 1959, pp. E2g-Eg2. 
[W.T.K.] 


A summary of sales, profits and number of 
stores operated for two years, 1957 and 1958. All 
major chains are covered by the different line 
categories (grocery, drug, variety, general, etc.). 

Despite the recession of 1958, most chains did 
well. Only a few failed to chalk up gains in net 
sales and net profits over 1957. 


Notations on the 1959 Edition of the MOR. Sam 
Flanel, Stores, July-August, 1959, pp. 9-11. 
[J-s.w.] 


This short article summarizes the Departmental 
Merchandising and Operating Results of Depart- 
ment and Specialty Stores in 1958, as compiled by 
the Controllers’ Congress of the National Retail 
Merchants Association. Percentage-wise the de- 
partments with the biggest sales gains were: Ra- 
dios and Phonographs; Small Electrical Appli- 
ances; and, Fine Jewelry and Watches. In the case 
of Small Appliances price-cutting following the 
relaxation of “fair trade” brought greater sales 
volume at a loss in margin. Firms apparently are 
still failing to take early markdowns. Sales volume 
increases in branch stores were much more dra- 
matic than in the downtown counterparts. For 
instance, Vacuum Cleaners racked up an increase 
of 31 per cent! The share of total market ob- 
tained by department stores for various lines since 
1948 are given. 


Three Concepts of Retail Service. Stores, July- 
August, 1959, pp. 18-21, 24. [j.S.w.] 


In June, 1959, a Store Management Workshop 
was held on the Harvard campus with the theme, 
“What Does the Customer Really Want in the 
Way of Service?” Executives from one “tradi- 
tional” department store (Jordan Marsh) and two 
limited service stores (Masters and Alexander's) 
described their policies and operations, Masters 
claim their services are equal to those offered by 
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many department stores, and the claim is sub- 
stantiated by a list of services available to their 
customers. Alexander's feels four services are fun- 
damental: (1) well-merchandised assortments; (2) 
a modern plant; (3) consistently low prices; (4) 
liberal returns policy. The Jordan Marsh repre- 
sentative indicated that the most important serv- 
ice a department store could render customers 
was being a department store, that is, afford a 
complete line regardless of the profitability of in- 
dividual items. 


The Role of Character Recognition in E.D.P. 
Applications. Henry F. Sherwood, Retail 
Control, June, 1959, pp. 15-21. [8.C.11.] 


The use of various types of “sensing” devices, 
i.e. devices that can read alphabetical and numer- 
ical characters directly and prepare tapes for elec- 
tronic data processing systems without requiring 
human translators, will make E.D.P. systems far 
more suitable for retail application. 


Number of Days’ Supply of Food and Beverages 
in Retail Food Stores. George H. Golds- 
borough, Marketing Research Report No. 286, 
Agricultural Marketing Service, U.S.D.A., 
November, 1958, p.104. [J.K.S.] 


This report covers the results of the 1957 Re- 
tail Food Inventory Survey, conducted in line 
with the U. S. Department of Agriculture's delega- 
tion from the Office of Civil and Defense Mobili- 
zation. The study indicated that slightly more 
than 10 days’ supply of food, including non-con- 
centrated fluids, was in retail food store inven- 
tories of the Nation at the time of the survey. 
About 83 per cent of the food was in forms nor- 
mally storable for long periods, that is, canned 
and bottled and “other” (primarily dried and 
packaged); the balance was composed of fresh and 
frozen products. Regionally, the food supply 
ranged from a low of slightly less than 10 days’ 
supply in the south to almost 12 days’ in the west. 

The non-concentrated fluids (milk, soft drinks, 
single-strength fruit and vegetable juices, wine, 
and beer) included in food stocks were also 
counted separately in terms of days’ supply of 
beverages substitutable for drinking water. On 
this basis, there were about two days’ supply of 
non-concentrated fluids in retail food store inven- 
tories at the time of the survey. Regionally, these 
stocks ranged from 1.7 days’ supply in the south 
to 2.2 days’ supply in the west. 

The data are also broken down within regions 
by counties of high, medium, and low population 
density. 


Is Frozen Foods a Stepchild Department? Super 
Market Merchandising, February, 1959, pp. 
84-85. [w.t.] 


Investment in equipment and space by super- 
markets is reaching a high level; yet, present 
store controls cannot furnish adequate informa- 
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tion about operating costs for frozen foods. Data 
are not even available about percentage of gross 
profit or dollar volume. To overcome this limita- 
tion, it is suggested that separate departments be 
set up in frozen foods for accounting and control 
purposes. 


The True Look of the Super Market Industry 
1958. Super Market Merchandising, April, 
1959, pp. 81-92. [W.L.] 

In its annual report on supermarkets, Super 
Market Merchandising reports on significant new 
developments. Included are sales and size data, 
supermarket ownership, family expenditures at 
markets, regional data, etc. Sales in 1958 were up 
13.8 per cent from 1957, reaching a new record of 
$28.6 billions and 1,570 new markets were added. 
Supermarkets now account for 64 per cent of total 
grocery sales. 


Nassau Shopping Centers. Lionel Wallenrod, Long 
Island Business, April, 1959, pp- 1, 9. [B.C] 


The article is based upon two surveys taken one 
year apart of several of the largest regional shop- 
ping centers on Long Island, New York. The 
study was conducted by the New York University 
School of Retailing and was based upon per- 
sonal interviews of shoppers in each of the re- 
gional shopping centers. The major conclusions of 
the study are the following: 

1. “The vast majority of customers consistently 
shopped in more than one regionai shopping cen- 
ter. The appearance of new stores, or entire re- 
gional shopping centers, immediately draws shop- 
pers from many different areas. Little evidence 
was shown of any ‘hard-core loyalty’ to any par- 
ticular retail outlet or shopping center.” 

2. “Secondly, the role of the department store 
was disproportionately greater than that of the 
numerically larger aggregate of chain and indi- 
vidually owned ‘smaller’ stores. An overwhelm- 
ingly high proportion of shoppers at each center 
had visited only one store or had confined their 
visits to a department store and one other store. 
This suggests that ‘small stores’ do not appreci- 
ably add to the drawing power of the centers.” 


Non-Foods and the Space Age. Richard H. Oller, 
Jr., Super Market Merchandising (Section 
2), March, 1959, pp. 27-28. 


Facts and Figures about Non-Foods in Super Mar- 
kets. Curt Kornblau, Super Market Mer- 
chandising (Section 2), March, 1959, pp. 
28-29. [w.L.] 


Oller reports on the use of base-board lineal 
feet of selling area as a better measure of the 
amount of space devoted to health and beauty in 
various stores than the usual percentage of total 
volume. Kornblau presents data about non-foods 
as compiled by the continuous SMI studies. 
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A New Look at Division Organization. Edgar Pes- 
semier, Super Market Merchandising, May, 
1959 PP- 77-83- [w4-] 

Supermarkets can streamline their formal or- 
ganization structures by benefiting from depart- 
ment store experience. Department stores have rec- 
ognized that a buyer should also be responsible 
for sales and margins. An organization plan which 
bears resembiance to department store organiza- 
tions is presented. The use of a retail operations 
manager who controls both store operations and 
merchandising and reports directly to the division 
manager is suggested. 


New Packages Ahead. Super Market Merchandis- 
ing, February, 1959, p. go. [W.L.] 
A packaging executive of Alcoa describes some 
of the kinds of packages that will be available to 
supermarket shoppers by 1975. 


How to judge an Old Product. R. D. Arney, Super 
Market Merchandising, March, 1959, pp. 
91-92. [W.L.] 

Much has been written about the squeeze on 
shelf space by new items, new sizes, and pack deals. 
Arney feels that too little attention is being given 
to old shelf items. He suggests that retailers apply 
some of the standard measures of profit perform- 
ance when allocating shelf space. 


20. SALES MANAGEMENT 
AND SELLING 


The Hidden Influences on Buying. Lassor Blu- 
menthal, The American Salesman, August, 
1959: PP- 48-58: [8.J-5-] 

A sale may depend on employees outside the 
purchasing office, some of whom may never use or 
see the product. Who are these “hidden influ- 
ences”? They may exist in any department of a 
company and they may never handle a product 
directly. A plant clinic may have opinions about 
the crating of a product, if it has been causing 
mashed fingers. The public relations department 
may have ideas about the design of delivery 
trucks, if it is trying to build a special picture of 
the firm in the public mind. The man running a 
lathe may have an influence on lathe purchases, 
and so on. 

How can hidden influences be ferreted out if a 
buyer blocks the road instead of channeling sales- 
men to them? Three tested methods of getting 
past the buyer-barrier are: 


1. Offer the buyer a free service that will get 
the salesman into the plant where he can talk to 
various executives and employees. 

2. Offer a bargain. The man who snaps up a 
good small offer is usually the one with the au- 
thority to make the decision on larg: ones. 

3. Ask executives of competing firms, who fre- 


quently know the men of influence in their in- 
dustry. 


Eight Ways to Sell Against Foreign Competition. 
Alvin W. Outcalt, The American Salesman, 
July, 1959, pp. 82-87. [s.J.s.] 

With the rapid influx of imported automobiles, 
industrial equipment, office machinery, electrical 
and electronic products, sewing machines, textiles, 
toys, building materials, and a host of other prod- 
ucts, salesmen of American-made counterparts are 
hard pressed. In many instances imported prod- 
ucts sell for as little as one-third to one-tenth the 
price of comparable U. S. brands. 

A survey of a cross-section of salesmen from 
the hard-hit industries revealed that the following 
eight talking points were considered to be most 
effective in combating foreign competition: 

. Superiority of service 

. Age and stability of the firm 

. Guaranteed delivery 

. Specification differences of foreign-made prod- 
ucts 

. Brand recognition and preference 

. Past experience 

. Stress of quality or profit potentials, not price 

. Foreign competitor’s mistakes. 
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Special Techniques for Selling to Committees. 
Lassor Blumenthal, The American Sales- 
man, July, 1959, pp. 14-21. [S.J.s.] 

Differing from sales directed to individuals, 
sales to even small groups call for full-dress re- 
hearsals and the knowledge of how to handle an 
audience. Careful planning, and knowledge of 
group psychology are the chief tools of salesmen 
who deal with buying committees. 

The planning includes (1) studying the group's 
needs: before meeting the group, salesmen talk 
with members about their requirements; (2) study- 
ing the group’s members: contacts within the 
firm, or the group's secretary, may know who's 
the strongest personality, who raises the most ob- 
jections; (3) rehearsal: constant drill is the secret 
of smooth selling. 

The presentation involves (1) introducing the 
product: most salesmen begin with a general out- 
line; then offer details. They stick to facts—more 
readily accepted by a group than suggestions— 
and keep visuals large and simple; (2) holding the 
audience: the veterans at group selling keep alert 
for straying attention, glance at each individual 
in turn but spot the leader and use his name 
often; (3) answering questions: most salesmen al- 
low committee members to interrupt with ques- 
tions when they wish, guiding the discussion but 
avoiding argument with the group. 


Detroit Shoots the Works. William B. Harris, For- 
tune, June, 1959, pp. 100-103 seq. [W.T.K.] 
Evaluating the consumers’ wants and translat- 
ing the product into something that best fulfils 
those wants is never an easy task. It apparently 
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has been next-to-impossible for the American au- 
tomobile industry ever since 1955. The consumer, 
when surveyed, will say that he wants a smaller, 
simpler, more economical car, then will go out 
and buy the largest chrome-heavy, big horsepower 
mammoth he can find. Yet Detroit has at the 
same time watched the growing foreign car and 
domestic compact car sales. Are people finally act- 
ing according to expressed sentiments uncovered 
in numerous market surveys? Is the compact car 
market now great enough to yield sufficient vol- 
ume to be produced in mass production? Fortune 
does not have all of the answers, but it presents a 
careful analysis of Detroit's dilemma, and the 
market risks in launching its compact cars. 

One of these is, where will the compact market 
come from? The Big Three look at the 500,000 
imported units plus the 500,000 compact cars sold 
by American Motors and Studebaker. But they 
realize that they can get only part of these mar- 
kets. Another million cars are the “low price” 


conventional models sold this year by Ford, Chev- 
rolet and Plymouth (mostly six cylinder). Merely 
replacing sales of brands retailing in the $2,100- 
$2,300 level for compact models selling for $1,go0- 
$2,000 will scarcely improve profits. 


How Bell & Howell Skyrocketed Sales. Dun’s Re- 
view and Modern Industry, August, 1959, 
Pp- 38-40. [R.L.C.] 

In this interview by a Dun’s Review editor, 
Bell & Howell's president, Charles H. Percy pro- 
vides background information which is helpful in 
understanding his firm’s dynamic growth. Briefly, 
he attributes the success of his company’s sales 
program to teamwork, planning, and strong mar- 
keting tactics. 


Key to More Dynamic Selling. George P. Butler, 
Jr. and Alfred B. DePasse, Nation’s Busi- 
ness, June, 1959, P. 39- [R-L.C.] 

Sales incentive plans today must motivate sales 
people to more profitable selling as well as 
greater volume, according to two management 
consultants. They first tell how to review your 
present sales incentive plan, then detail an eight- 
point procedure for setting up a new plan. Point- 
ing out that there is no ideal plan to fit every 
situation, the consultants state that sales incen- 
tives must be individually tailored to each com- 
pany’s particular needs. 


The Buyer Needs the Salesmen. Edward H. Weiss, 
Super Market Merchandising, February, 
1959, PP- 99-101. [W.L.] 

To determine how important salesmen are to 
buyers, the relationships that do and should exist 
between them, and how each views the other, mo- 
tivation research was used. Interviews were con- 
ducted with both buyers and salesmen. In addi- 
tion, cartoon tests were given to each. The results 
indicated that buyers are dependent on salesmen 
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to keep them informed of new developments on 
the part of manufacturers, competitors’ — 
and the situation in retail outlets. 


A Hard Look at Non-Foods. Super Market Mer- 
chandising, March, 1959, pp. 43-71. [W.L.] 


As a result of the introduction of non foods, 
supermarkets may be transformed into a modified 
department store—a type of retail outlet that may 
be developed by other institutions such as variety 
and discount stores, as well as department stores. 
Five articles that deal with non foods are pre- 
sented: The Super Giant Story, The Korvette 
Way, an Independent’s Approach, the Rack Mer- 
chandiser Accepts the Challenge, and the Progress 
so far in Non Foods. The latter reports on a sur- 
vey of non-food operations among 63 companies 
controlling 1,767 stores. 


Book Publishing. J/linois Business Review, June, 
1959, P- [B-C.] 

Although book publishing in the United States 
dates back to 1638, until the mid-1800's foreign 
book houses, especially British ones, were the 
main source of books for this country. By 1880, 
though, the industry was firmly established here 
as the number of new titles issued that year was 
over 2,000. Since the beginning of the present 
century, the United States has become the lead- 
ing nation in the production and export of books. 

Last year the book publishing industry had 
sales of about $1.5 billion. The industry today 
consists of highly competitive small companies. 
The five leading establishments accounted for 
only 13 per cent of the new titles released in 
1957. One of the interesting aspects of this in- 
dustry is the low proportion of firms with print- 
ing plants. Many companies, especially the 
smaller ones, maintain only editorial-sales offices 
and farm out the actual printing work. 


21. STORAGE AND 
TRANSPORTATION 


The Restriction of Road Haulage. P. Hart, Scot- 
tish Journal of Political Economy, June, 
1959, pp. 116-138. [s.c.H.] 


The British Road and Rail Traffic Act of 1933 
made new entrants into the truck transport busi- 
ness meet rigid, restrictive licensing requirements, 
including a showing that existing transport fa- 
cilities were inadequate to meet normal demands. 
Hart strongly criticizes the testimony considered 
by the Royal Commission on Transport and the 
Ministry of Transport in recommending the leg- 
islation. Of greater interest to contemporary 
American students of transportation is his ev- 
idence indicating that the legislation had little 
effect upon highway safety (which improved 
largely through general traffic regulation) and was 
not warranted on economic grounds. 
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MARKETING ARTICLES IN REVIEW 


22. THEORIES IN 
MARKETING 


Theories of Decision-Making in Economics and 
Behavioral Science. Herbert A. Simon, The 
American Economic Review, June, 1959, pp. 
253-284. [S.C.H.] 


In this, the first of a series of eight survey ar- 
ticles on recent developments in economics, Pro- 
fessor Simon provides a highly useful review 
and synthesis of approximately seventy-two books 
and articles dealing with the crucial problems of 
economic choices. Simon holds that the classical 
assumption of rational economic man (consumer 
or entrepreneur) pursuing maximization behavior 
might be adequate for a relatively simple long- 
run equilibrium situation. However, the assump- 
tion is not operational for an understanding of 
the real economic world since it does not deal 
with such problems as: (1) the extent to which 
consumers have (or do not have) clearly arranged 
and evaluated sets of preferences (utility func- 
tions) to be maximized; (2) the extent to which 
business firms are content with “satisfyzing” rather 
than “maximizing” solutions; (g) the extent to 
which the interests of individuals match and con- 
flict with the interests of the department and firm 
in which they are employed; (4) the extent to 
which economic behavior is influenced by the 
faulty perceptions economic actors have of their 
environment, including false estimations of the 
probabilities of outcomes, false evaluations of 
competitors, and incorrect predictions of satisfac- 
tions; (5) the influence of the choice process it- 
self, including recognition of the cost of gather- 
ing information. 


An Experimental Business Game. Austin C. Hog- 
gatt, Behavioral Science, July, 1959, pp- 192- 
203. [S.C.H.] 


A detailed description of a University of Cal- 
ifornia business game developed not as a teaching 
device but as a tool for measuring human reac- 
tions in a conflict situation. The participants 
here are given information on total demand 
functions, their own specific cost functions, the 
general nature of competitors’ costs, and the 
prices at which the market “cleared” during pre- 
vious periods of play. The California professors 
who participated in the original running of the 
experiment selected output solutions leading to- 
wards short run profit-maximization. The author 
Suggests variations in the experiment, and other 
participants that could be used, to increase its 
utility. 


Explorations in the Realm of Organization Theory, 
III: Decision Making, Planning and the 
Steady State. Richard L. Meier, Behavioral 
Science, July, 1959, pp. 235-244. [S.C.H.] 

The series of articles of which this is a part 
touch upon a great many facets of the rapidly 


developing field of organization theory. In this 
article Meier discusses among other things the 
uses of history in studying organization behavior, 
problems of planning for equilibrium, the typical 
growth patterns of “modern research-oriented” 
firms, and the problems of “meritocracy” (politi- 
cal and social systems dominated by intellectual 
and/or educational elites). Meier offers a stimu- 
lating list of ten leading questions needed for 
the complete study of an organization: 1. means- 
end scheme (What business are we really in?); 
2. authority structure; 3. job-slot pyramid (What 
is the extent of undivided responsibility?); 4. 
communications network; 5. group linkage (What 
teams co-ordinate and how?); 6. decision rule 
structure (When internal conflict threatens, what 
gives’); 7. program inventory; 8. spatial organiza- 
tion; g. style (What special character should we 
assume?); 10. social-political environment. 


A Note on the Theory of the Firm. Diran Boden- 
horn, Journal of Business, April, 1959, pp- 
164-174. [S.C.H.] 


Bodenhorn criticizes attacks that have been 
made upon the traditional (profit maximizing) 
model of the firm by such “revisionists” as Peter 
Drucker, Herbert Simon, and Julius Margolis. 
Bodenhorn holds that the revised theories really 
lead to predictions of market behavior no differ- 
ent from those resulting from traditional analysis. 

For example, the revisionists talk of “satisfac- 
tory” profits rather than “maximum” ones, but 
over time the firm’s aspirations will lead it to 
view only maximum profits as satisfactory. Mar- 
golis takes issue with him on pp. 178-182, holding 
that the traditional model can describe behavior 
only under such rare conditions as perfect knowl- 
edge. 


23. WHOLESALING 


Policies and Practices of Some Leading Institu- 
tional Wholesale Grocers. Patrick J. Cassidy 
and Paul Wischkaemper, Marketing Re- 
search Report No. 335, Agricultural Market- 
ing Service, U.S.D.A., June, 1959, Pp. 44- 
[J-K-s.] 


The institutional food wholesaling industry ap- 
pears to be on the threshold of a period of rapid 
change, such as the general grocery wholesaling 
industry has been undergoing in recent years. 
Operators in the institutional industry are in- 
terested now in improving their operations to 
parallel the progress that has been made in gen- 
eral grocery wholesaling through improved meth- 
ods, operating practices, equipment, and layout 
in warehousing; improved office routine; im- 
proved management of personnel; improved de- 
livery of orders; concentrated customer pur- 
chasing; simplified customer ordering or sales 
procedures; and use of customer service specialists. 
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How Co-op’s Service Program Helps Its Retailers. 
John E. Lewis, Progressive Grocer, July, 
1959» PP: 44°51. [J-5.W.] 

An interesting case study describing how a co- 
operative wholesale grocery concern, Associated 
Food Stores of Salt Lake City, helps its retail 
members in their operations. Assistance is pro- 
vided in four major areas: (1) site selection; (2) 
store planning and engineering; (3) financing; 
and (4) advertising. In the beginning retailer-co- 
operatives concentrated their efforts on buying 
at low prices. Since adopting the techniques of 
the voluntary chains and the chains, as this case 
example illustrates, the retailer-co-ops have grown 
tremendously. In this article the services of the 
co-op to one member are explained in detail, ac- 
companied by operating figures, etc. 


Interfirm Comparison in Wholesale Shoe Trade: 
A Study from Belgium. A. J. Vierick, Pro- 
ductivity Measurement Review, May, 1959, 
pp- 20-24. [S.C.H.] 


The Belgian Association of Wholesalers in 
Footwear asked the Center for Productivity Study 
and Research of the State University of Ghent to 
initiate a comparative study of operating sta- 
tistics in the wholesale shoe trade. This brief 
article indicates the difficulties experienced in ob- 
taining co-operation and in helping the individ- 
ual wholesalers develop the necessary accounting 
information. However, the eleven usable returns 
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finally obtained demonstrated a wide range in 
performance, stock turnover varying from one 
to six times, costs running from 11 to 20 per cent 
of net sales, and profits varying from minus 2 
per cent to plus 10 per cent. 


Pennsylvania’s Growing Garment Industry. Roy 
B. Helfgott, Pennsylvania Business Survey, 
April, 1959, Pp- 4, 5- [B-C.] 

Pennsylvania today is the second leading state 
in the production of women’s and children’s ap- 
parel, the leading state being New York. The 
apparel industry still consists of many small, per- 
sonally-conducted firms engaged in a competitive 
market. 

The production and selling functions have been 
separated because the production process is sec- 
ondary to the prime needs of style creativity and 
merchandising. There are, because of this, three 
different types of apparel employers: 


1. Manufacturers who engage in the entire de- 
sign, production, and marketing processes 
themselves. 

. Jobbers who buy raw materials, design, cut and 
sell’ garments, but leave the actual sewing op- 
eration to be done by contractors. 

. Contractors who are independent businessmen 
and who sew the fabric given to them by job- 
bers, but are in no way involved with market- 
ing the finished garments. 


MARKETING MEMO 
Advertising Has aCapital Value . . . 


Some managements wouldn’t be so ready to slash and hack at adver- 
tising budgets if more top echelon executives really understood that 
advertising adds capital value to a company. 

Says a correspondent: “A company which has built a consumer fran- 
chise through advertising has built something of tangible, salable value. 
The consumer's faith and confidence in its products, the universal re- 
spect for its standards of quality demonstrated by repeat purchases add 
to the dollar value of a company’s capital as much 2s they would to any 
other business investment.” 

Says another: “Even economists are beginning to understand that 
advertising is a capital investment.” He quotes Marin R. Gainsbrugh, 
Chief Economist, National Industrial Conference Board, to the effect 
that advertising is an investment which continues over the life of a 
firm and “can cushion, if not generate, shifts in the composition of 
customer spending. This obviously can have a profound impact on a 
company’s future.” 


—Grey Matter, National Advertisers’ Edition 
Grey Advertising Agency, Vol. 30, No. 8 
(August, 1959), p. 2. 
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Book Reviews .. . 


STANLEY L. PAYNE, Editor 
Interview Research Institute 
(MRCA) Chicago 


Seehafer and Laemmar, 
ADVERTISING 

Bellaire, TY ADVERTISING 

Beckman, Engle, and Buzzell, WHOLESALING 


SUCCESSFUL TELEVISION 


AND RADIO 


Spencer and Siegelman, MANAGERIAL ECONOMICS: DECISION 


MAKING AND FORWARD PLANNING . 


.Eugene J. Kelley 


Gross, SALESMANSHIP: PRINCIPLES AND PRACTICES OF PROFES- 


SIONAL SELLING 
Leterman, THE NEW ART OF SELLING 


Garwood, WILL CLAYTON, A SHORT BIOGRAPHY ............... 
Russell and Beach, TEXTBOOK OF SALESMANSHIP 
MacDonald, PRACTICAL EXPORTING AND IMPORTING 


Maurice |. Mandell ..... 
Maurice |. Mandell 

.P. D. Converse 

John S. Wright 

Frank M. Dunbaugh ..... 


Abramovitz and others, THE ALLOCATION OF ECONOMIC RE- 


SOURCES 


Taggart, COST JUSTIFICATION ............... 


Bancroft, THE AMERICAN LABOR FORCE: 
CHANGING COMPOSITION 


Lester G. Telser ........ 


ITS GROWTH 


Myers, editor, WAGES, PRICES, PROFITS AND PRODUCTIVITY . 


AND 
Morri 
. .R. H. Collacott 


Greene and Sisson, DYNAMIC MANAGEMENT DECISION GAMES ..M. L. Vidale 


Anderson, editor, CREATIVITY AND ITS CULTIVATION . 
Airov, THE LOCATION OF THE SYNTHETIC-FIBER INDUSTRY . 


. Elliott Janney 
E. T. Powers 


Cox and Pherson, THE COMPETITIVE POTENTIAL OF THE U. 


COTTON INDUSTRY 


SUCCESSFUL TELEVISION AND RADIO ADVERTIS- 
ING, by Gene F. Seehafer and Jack W. W. Laem- 
mar. (New York: McGraw-Hill Book Company, !Inc., 

" 1959. Pp. xiii, 648. $9.75.) 

These two advertising-agency men have pro- 
duced a completely new and useful book on 
radio and television advertising. It is not just 
a revision of their previous book. 

Possibly they present more information than 
some students will want to know about. But 
certainly they fill 648 pages with a compre- 
hensive survey of the broadcasting business 
which is broader and more thorough than any 
other book this writer has found. 

The first of five sections details the develop- 
ment of radio and television with chapters on 
stations, on networks, on broadcast media 
audiences, and even a hopeful chapter on 
color television. The basic chapter in this 
section includes development, regulation, ad- 
vertising investment, advantages of the broad- 
cast media, descriptions of the trade and sales 
associations, and a discussion of commercial 
broadcasting outside the U. S. Other chapters 
are equally thorough, and the book is full of 
illuminating figures and tables. 

The “creative” section covers selection and 


sponsorship of programs, live programs and 
talent, programs on film, tape and transcrip- 
tion, writing commercials, and production and 
direction. Students will find the “how it's 
done” and “how to do it” sections carefully 
prepared and helpful. The authors add au- 
thority as well as diversion with one- and two- 
page pieces by a freelance announcer and a 
freelance actor detailing “typical days,” and 
even Stan Freberg contributes a sensible page 
(“humor in advertising calls for an offbeat 
approach without being off base’’). 

A section on research includes coverage and 
circulation, program and commercial research, 
ratings, and sales effectiveness. While some 
students may want more complete details on 
the Schwerin system and the Program Ana- 
lyzer, they will find detailed and accurate de- 
scriptions of the rating services and of methods 
currently in use for measuring sales effect. 

An extremely informative chapter on the 
functions of the agency in broadcasting leads 
the section on broadcast campaigns, which 
includes chapters on time buying, spot radio 
and television, and a thorough discussion of 
national broadcast advertisers and campaigns. 

The chapters on retail television and radio 
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practices and activities present detailed cover- 
age of all areas, with the exception of co-op. 
While the authors demonstrate a most realistic 
attitude toward the fact that stations merchan- 
dise spot shows with greater fervor than net- 
work shows, they devote only two paragraphs 
to co-op. 

The final section, on management, con- 
centrates heavily on programing, but the chap- 
ters on sales, promotion, and merchandising 
are far better than one would expect from 
most agency-oriented authors. 

Most teachers would probably prefer greater 
emphasis on retail time sales (I found no 
reference to “availability list” or to peculiar 
problems faced by the salesman for an area 
station, for instance). But the student—and the 
practitioner—will find in this book the best 
available description of broadcast promotion 
and merchandising activities. 

The volume contains a sensible twenty-page 
glossary, and the index is adequately detailed 
and accurate. 

The book should prove helpful to young— 
and many older—people in agencies; to all 
but the engineers in stations; and even to 
many of the older heads in management (both 
client and station). Obviously Seehafer and 
Laemmar know a lot about the broadcasting 
business and about writing textbooks; and 
their own development has made this book 
the text that could become The Standard. 

MILTON GROSS 
University of Missouri 


TV ADVERTISING, by Arthur Bellaire. (New York: 
Harper & Brothers, 1959. Pp. xii, 292. $6.50.) 
This is a how-to-do-it book written by one 

who surely knows how to do it. The author is 
vice president in charge of radio and television 
copy for Batten, Barton, Durstine and Osborn, 
Inc. The crisp, simple style reflects his com- 
petence as a copywriter, and makes for a pain- 
less approach to his complex subject. The 
book deals primarily, and in considerable de- 
tail, with the technical side of TV commercial 
writing and production. There are a good 
number of pictorial illustrations, and many 
case history dissections of individual com- 
mercials. There are also chapters devoted to 
time buying and to aspects of television re- 
search. The book contains useful summary 
descriptions and evaluations of the various 
systems of television program ratings. 

The author seems to share an assumption 
which is widely held among television pro- 
ducers—that this is a medium which can ac- 
complish almost any sales mission. There is 
little disposition to put the capacities of tele- 
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vision in perspective, alongside those of other 
media, as most or least appropriate for a par- 
ticular selling task. This is reflected in a state- 
ment like the following, which, to say the least, 
delightfully simplifies the marketing process: 


“Of course, with all its charms, television 
cannot guarantee automatic success. If the 
advertised product is substandard, television 
can sell it only once. If the advertiser’s tech- 
nique of selling is substandard, television 
may not sell it at all. 

“Before actually using television, the ad- 
vertiser should have (1) a good product, 
(2) suitable distribution, and (3) a thorough, 
knowledge of the medium. Only then can 
he make intelligent decisions regarding it.” 


The author's predilection for such breezy 
statements is also evident in his comments on 
research (e.g., “Attitudes are closely akin to 
public opinion.”) In what is, one hopes, at 
least an autobiographical statement, he writes, 
“A few years ago copywriters especially were 
critical of television research. Some referred to 
it as ‘scientific hindsight.’ But today, after 
living with and learning about research, the 
copywriter’s attitude has mellowed—and not 
because he has to live with it whether he likes 
it or not. He knows research cannot write his 
next commercial for him. He knows that re- 
search personnel, while trained to be deep- 
thinking analysts, are striving for common 
sense conclusions on his behalf.” 

One is tempted to linger on the implications 
of the last sentence, with its comforting re- 
flection that the researcher, in spite of his 
high-falutin’ education and pretensions, is 
really just a good-Joe, hard-headed business- 
man working for “common sense” practical 
results. Perhaps this view represents a kind of 
maturity in acceptance of the profession. On 
the other hand, perhaps it represents an ab- 
negation by the researcher of his inalienable 
right to be impractical and incomprehensible 
to laymen—if this is the way his imagination 
and insight lead him to the truth. But this is 
not the place for such a thought—and it has 
precious little to do with Mr. Bellaire’s dis- 
tinctly non-reflective book. 

The “Growth and Effect of Television” are 
covered in seven or eight pages. This chapter 
encompasses such substantial topics as the 
rise of television, the progress of color tele- 
vision, television's effects on other media, tele- 
vision as a social force, television in education, 
and television and politics. Unquestionably 
the book would have been much stronger had 
the author limited its scope and not spread 
out into areas which he is not in a position to 
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treat at adequate length. As it is, the book 
will unquestionably win its place as an easy 
introductory text for courses in TV com- 
mercial writing. 

LEO BOGART 
Revlon, Inc. 


WHOLESALING, by Theodore N. Beckman, Na- 
thanael H. Engle and Robert D. Buzzell. (New 
York: The Ronald Press Company, 1959. Pp. x, 705. 
$8.00.) 

With the assistance of Robert Buzzell, Beck- 
man and Engle have effected a major revision 
of their unique marketing text—a book which 
during the past twenty years has stood almost 
alone as a complete source of reference on 
wholesale distribution! 

While containing 5 fewer chapters and 38 
fewer pages, the book introduces much new 
material. The authors have achieved this 
through the elimination of obsolete material 
and careful consolidation of related chapters. 
For instance, the first two chapters of the 
previous edition—““The Renaissance of Whole- 
saling,” and “The Nature of Wholesaling”— 
have been combined in one chapter in the 
new edition. 

The new compact volume is divided into 
two parts, namely, “Wholesaling in the Ameri- 
can Economy” and “Scientific Management of 
a Wholesale Enterprise”. It contains five en- 
tirely new chapters: “Productivity and Effi- 
ciency in Wholesaling”, “Financing a Whole- 
sale Enterprise”, “Establishing a Wholesale 
Enterprise”, “Stock Turnover and Merchan- 
dise Planning”, and “Performance Measures 
and Standards”. 

Perhaps the most valuable part of the new 
edition is the supplementation of text material 
with fifteen case problems. These problems are 
documented, actual case histories, designed to 
give both students and marketing practitioners 
a fuller understanding of some of the major 
problems confronting the management of a 
wholesale firm. Another welcome addition is 
the inclusion in the appendix section of a 
topically organized bibliography of 100 books, 
professional and trade articles, and govern- 
ment documents on significant topics in 
wholesaling. 

The theme of the fifteen chapters in part II 
is scientific management and control. This is 
a timely emphasis since during the postwar II 
period there has been a definite trend toward 
market-oriented management. The authors 
place special emphasis on value added, over-all 
productivity, and other new concepts that are 
useful in measuring the performance of an 
individual wholesale firm and its management. 


Personally, this reviewer regrets the almost 
complete omission from the third revision of 
materials from the old chapter on “Wholesal- 
ing in Economic Theory,” which helped to 
explain why the study of the field of whole- 
saling had been neglected during the eight- 
eenth and nineteenth centuries. Likewise, 
the former chapter on “Wholesale Distribution 
of Agricultural Commodities” is missed. 

The book can also be criticized only for 
minor descriptive omissions. For instance, the 
term “fieldman” or “fieldmen” should be 
mentioned and used when describing the 
marketing functions of wholesaler-sponsored 
voluntaries. The fieldman with added store 
management responsibilities is more than just 
a supervisor. 

However, the deficiencies are few and minor. 
The substantial research and rewriting that 
have been invested in the creation of the new 
edition guarantee that Wholesaling will con- 
tinue its unique role of casting light on a 
vital, historically neglected area of distribution. 

STEVEN J. SHAW 
University of South Carolina 


MANAGERIAL ECONOMICS: DECISION MAKING 
AND FORWARD PLANNING, by Milton H. Spen- 
cer and Louis Siegelman. (Homewood, Illinois: 
Richard D. Irwin, Inc., 1959. Pp. xiv, 454. $6.75.) 
The purpose of the authors is to integrate 

economic analysis with managerial decision 
making. Their approach to decision making 
and forward planuing is econometrically ori- 
ented, though non-mathematical in presenta- 
tion. The major points stressed throughout 
the volume are that forward planning is be- 
coming more essential in successful long-run 
operation of the firm and that most effective 
planning is likely to be based on concrete esti- 
mates of markets, costs, and prices. The book 
may serve to remind business and marketing 
students that in a period of interest in inter- 
disciplinary activity the integration of eco- 
nomics and business is still a challenging and 
fertile area of exploration. 

This textbook in managerial economics is 
divided into two parts. The first three chap- 
ters are intended to provide a conceptual ori- 
entation to business economics. The theme is 
that in business practice knowledge of the 
future is uncertain but that managers must 
formulate plans for the future and make de- 
cisions within a framework of uncertainty. 
This framework of management decision mak- 
ing requires improved forecasting and tech- 
niques of economic measurement. 

The second part consists of eight chapters 
which treat the problems of adjustment to 
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uncertainty in the managerial areas of profit 
management, sales forecasting, production 
management, cost analysis, pricing, competi- 
tion and control, and capital management. 
The emphasis is on the economic dimensions 
of the above problem areas with stress on 
forecasting and measurement. 

One problem faced by any author attempt- 
ing to integrate disciplines is that of vocabu- 
lary. The authors demonstrate a convincing 
command of economic sources and literature, 
but business administration teachers might 
well disagree, for instance, with such state- 
ments as from page four, “the functions of 
managers . . . may be classified, for purposes 
of analysis, into two distinct levels of activity: 
one of these is co-ordination; the other is 
supervision. The co-ordinative function is 
that of decision making. . . . Supervision in- 
volves the fulfillment of plans already estab- 
lished, and hence requires little, if any, co- 
ordination of a decision-making nature.” 

Many managers and business educators de- 
fine “co-ordination” and “supervision” quite 
differently than do these authors, who seem to 
imply a restricted view of decision making. 
Supervisors must also choose between alterna- 
tives. Indeed, newer developments in admin- 
istration seem to indicate that people at many 
levels of the business hierarchy make purpose- 
ful and rational decisions about various 
courses of action. 

The question of balance of emphasis in a 
survey text is subjective. Authors have prob- 
lems in satisfying both functional specialists 
and general readers. Some marketing men, for 
instance, might wish for a deeper examination 
here of demand analysis and less attention to 
competition and control. This section in- 
cludes materials on the substantive provisions 
of the anti-trust laws, on patents and trade- 
marks, price discrimination, and resale price 
maintenance. Most of this material is elemen- 
tary and available to seniors and graduate stu- 
dents from a variety of sources. 

The information included in the book is 
not its primary strength. Much of the infor- 
mation, as suggested above, is available in 
other books which are accessible to serious 
business administration students. However, 
students should benefit from the emphases of 
the book that the managerial function is es- 
sentially forward looking and that decisions 
are made on the basis of predictions of the 
future. Further, to be more useful, predictions 
should be formulated quantitatively rather 
than qualitatively. These points are well made. 
The authors are successful in establishing that 
it is predictions which are the bases of policy 
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development and that “prediction forms the 
connecting link between the known facts of 
today and the uncertain events of the future.” 

With the broadening and deepening of the 
discipline of business administration, the 
chasm separating the economist from the prac- 
tical business decision maker has been grow- 
ing. These authors have succeeded in bridging 
the chasm at a few points. The chapters on 
capital management are particularly effective. 

In a survey text it is difficult to integrate 
economics and business administration with 
any treatment in depth of basic issues. But 
the authors have succeeded in identifying areas 
of technical research in which the economist 
has special competence, and in describing tools 
of economic analysis useful in the solution of 
business problems. The book offers many illus- 
trations of the careful nature of the applied 
work done by the best professional economists. 

The book in its text use is designed for 
seniors or graduate students in the managerial 
or business economics course. Students will be 
impressed by the efforts of the economist and 
the statistician to secure pertinent evidence 
about relevant action alternatives and with 
the respect of professional economists and 
statisticians for the analyzed data. The vol- 
ume can also be useful to general readers in- 
terested in the integration of economic theory 
and business decision making. It offers a clear- 
cut philosophy of planning and decision mak- 
ing. It is well organized, lucidly written, and 
likely to find favorable acceptance among 
businessmen, teachers, and students concerned 
with the managerial economics area. 

EUGENE J. KELLEY 

New York University 


SALESMANSHIP: PRINCIPLES AND PRACTICES OF 
PROFESSIONAL SELLING (Second Edition), by 
Alfred Gross. (New York: The Ronald Press Com- 
pany, 1959. Pp. viii, 580. $7.00.) 

While this second edition follows the same 
basic organization as the first, it has under- 
gone considerabte rewriting and improvement. 
The most notable of these changes is the in- 
creased emphasis on the types of creative sell- 
ing to which college graduates would be at- 
attracted. 

The author has deliberately cut down on 
introductory material to get to the heart of 
the matter more quickly, and this is to be com- 
mended. He merely takes enough time to set 
a clear picture of salesmanship and get the 
student started on the right foot. Two ap- 
pendices following the body of the text ade- 
quately cover the historical development of 
salesmen and the classification and description 
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of various kinds of selling jobs for those who 
want to give greater emphasis to these topics. 

The second part of the book covers the 
background training for salesmen; that is, 
what a salesman should know. The third part 
of the book deals with selling techniques or 
what a salesman should do. A unique feature 
of this section is a chapter which reproduces 
in its entirety a sales manual for an industrial 
product. The last section deals with keeping 
customers and increasing efficiency. 

The text provides 40 new or rewritten cases 
in addition to problems and bibliography at 
the ends of chapters. There are also eight 
complete sales presentations. 

The second edition represents a noteworthy 
improvement over the first and should be con- 
sidered by anyone looking for a new sales text 
for classroom or for personal use. 


MAURICE I. MANDELL 
Bowling Green State University 


THE NEW ART OF SELLING, by Elmer G. Leterman. 


(New York: Bantam Books, Inc., 1958. Pp. viii, 248. 
$0.50.) 


The author, a highly successful practitioner 
of salesmanship, believes that with changing 
business conditions there is a need for a new 
art of selling. This in turn calls for a new 
kind of salesman, creating new ideas and tech- 
niques. Toward that end, this book has been 
written. 

The book is divided into four parts: how 
to develop creative selling ideas, how to put 
them to work, how to keep them alive, and 
how to use them in different selling fields. 

Part I, which provides the basis of the crea- 
tivity theme, is rather general and would be 
applicable to any creative effort. Leterman 
substantiates his points here by referral to a 
wide range of words and works from Francis 
Bacon to James Bryant Conant. He also uses 
numerous examples here and throughout the 
book of sales success stories—some new, but 
many familiar to persons with a knowledge of 
sales literature. 

In general, the book is well written in an 
easy-to-read style with convenient chapter sum- 
maries. Unfortunately, some of the author's 
ideas, although sound (and in some instances 
long recognized) are easier to put into a book 
than to put into actual practice. However, 
the book should be especiaily interesting and 
perhaps inspirational to someone with some 
selling experience behind him. In this inex- 
pensive edition it should prove a useful sales 
training tool for sales managers to provide for 


their salesmen. I. MANDELL 
Bowling Green State University 


WILL CLAYTON, A SHORT BIOGRAPHY, by Ellen 
Clayton Garwood. (Austin, Texas: University of 
Texas Press, 1958. Pp. xii, 164. $3.00.) 

This biography by Clayton’s daughter is 
well written. It gives much intimate family 
history, shows the industry, ability, and fine 
character of the subject, but naturally lacks 
objectivity. 

Students of marketing will be interested in 
the minor part of the volume showing the ori- 
gin and growth of Anderson, Clayton & Co. 
from a small partnership with a capital of 
$9,000 started in Oklahoma City in 1904 to 
the largest cotton merchant in the world. The 
company was built largely by Will Clayton, 
and its success was dlue largely to his industry, 
perception of economic changes which affected 
the marketing of cotton, integration in taking 
cotton closer to the mills, his valuable experi- 
ence in cotton marketing with the American 
Cotton Co., and his friendly relationships with 
banks. Clayton was born on a cotton farm near 
Tupelo, Mississippi in 1880 and started as a 
stenographer. 

American farmers had to sell their products 
as soon as harvested to pay their debts. Euro- 
pean cotton importers bought American cotton 
soon after harvest and shipped it to ware- 
houses in Liverpool, Le Havre, Bremen, and 
other ports where they held it until needed by 
the mills, thus reaping the profits from creat- 
ing time and place utility. Anderson, Clayton 
& Co. joined the few other American cotton 
merchants who were exporting cotton. Clayton 
had seen that the United States was earning 
and saving more than required for debt and 
dividend payments abroad. This meant that 
Americans would soon have the capital to 
carry the stocks. World War I hastened the 
change. Stocks would have to be carried in the 
United States, and Anderson, Clayton & Co. 
set about securing warehouses. The company 
had sold a large amount of cotton to Russia 
and hedged it at 12/4 cents. Future price 
dropped to 91% cents. Shipment could not be 
made to European Russia. If delivery could 
not be made, their capital would be wiped out. 
Arrangements were made to ship to Vladi- 
vostok, where the Russian buyers accepted 
delivery. 

Clayton saw that European capital was be- 
ing depleted and decided to take the cotton to 
mill doors. He saw that Japan, China, and 
India would buy more American cotton and 
prepared to sell it to them. Anderson, Clayton 
& Co. expanded warehouses in American ports 
and moved its headquarters to Houston in 
1916. 

Clayton was active in arguing for and having 
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“southern delivery” adopted. This meant that 
delivery on future contracts could be made in 
southern ports near where the cotton was 
grown, and not as formerly in New York, “thus 
preventing the disastrous squeezes which had 
become a part of transactions on the New York 
Cotton Exchange.” 

In recent years Clayton has devoted much of 
his time to public affairs, holding several im- 
portant positions (e.g., Assistant Secretary of 
Commerce and Under Secretary of Siate). 


P. D. CONVERSE 
University of Illinois 


TEXTBOOK OF SALESMANSHIP (Sixth Edition), by 
Frederic A. Russell and Frank H. Beach. (New York: 
McGraw-Hill Book Company, 1959. Pp. ix, 566. 
$6.75.) 

One of the real marketing successes in the 
business administration textbook publishing 
field is McGraw-Hill’s Textbook of Salesman- 
ship. This perennial favorite is now appearing 
in its sixth edition, having been preceded by 
editions in 1924, 1933, 1941, 1949, and 1955. It 
is interesting to note that the time interval be- 
tween editions has successively been dimin- 
ished from nine, to eight (twice), then six, and 
now five years. Surely this is some sort of indi- 
cation that interest in the art of salesmanship 
is on the increase, even though we often hear 
that today’s young people are not as interested 
as they should be in selling as a career. 

Several significant changes are found when 
the sixth edition is placed alongside the fifth 
for comparison. First of all, the new “Chapter 
One: Salesmanship and the Young Man” is a 
sales presentation in itself. A rather strong, 
yet logical, argument is given for choosing 
sales work as a career, or at least for studying 
salesmanship as worthwhile preparation for 
careers in other fields. The argument is that 
all successes are dependent in part on the abil- 
ity to sell one’s ideas. 

In the second place, the old first chapter 
which dealt with the origins and development 
of salesmanship has been appreciably con- 
densed into a preface to the new “Chapter 
Two: Salesmanship in Our Economy.” The 
bulk of the chapter attempts to justify the role 
of selling in the economy of our nation. The 
concluding portion contains definitions and 
similar things, largely from the fifth edition. 

The third major change is the addition of a 
new chapter, “Chapter Eighteen: Self-Manage- 
ment.” It is well known that self-discipline is 
probably the corner-stone of selling success. In 
this chapter hints are given on the manage- 
ment of the salesman’s selling, and non-selling, 
time. Moreover, popular psychology is called 
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up to assist in the development of “right at- 
titudes for selling successfully.” Areas covered 
include worry and depression, enthusiasm and 
self-confid 2nce. 

On balance, the changes are improvements. 
Certainly more textbooks should contain rea- 
sons why the material to be studied is impor- 
tant, and the revised first two chapters help to 
achieve this goal. The inclusion of materials 
on self-nyanagement merely fills a gap for- 
merly found in the book. The useful sales 
cases have been increased from five to seven in 
number; all but two are new. Considerable 
revision is to be found in the rest of the 
volume. 

If one of the tests for a textbook is student 
interest (and this reviewer believes it should 
be), Russell and Beach’s Textbook of Sales- 
manship will continue to be successful in its 


‘sixth edition. Sometimes the colloquial style 


used jars the academician, but if student inter- 
est is aroused, a climate favorable to deeper, 
more scholarly examination is created. The 
book here under consideration gives all the 
essentials of the selling process and should be 
seriously considered by teacher and practi- 
tioner of salesmanship alike. 
JOHN S. WRIGHT 

Montana State University 


PRACTICAL EXPORTING AND IMPORTING, by 
Philip MacDonald. (New York: The Ronald Press 
Company, 1959. Pp. ix, 551. $6.50.) 

Whether or not the claim of some business 
economists can be substantiated that the 
United States is pricing itself out of some of 
its own domestic markets, the sphere of im- 
porting is undoubtedly growing in this coun- 


Possibly with this in mind, Philip Mac- 
Donald has revised his well-known text on 
practical exporting to include equally prac- 
tical material on importing. He has taken 
advantage of this opportunity to revise and 
enlarge the data on exporting so that the 
present volume runs to 551 pages as against 
351 pages for the 1949 edition. 

MacDonald's new book remains completely 
factual and explanatory. He enters no con- 
troversies; he avoids mentioning temporary 
situations. Even so, the 1959 book may not 
last so long as did the first edition. Foreign 
trade is changing too rapidly. The growing 
trend toward common markets may revolu- 
tionize it still more during the decade which 
started on January 1st. 

MacDonald stays safely away from all this. 
Instead, Practical Exporting and Importing 
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daily by importers and exporters. 


1. The reader is first introduced to the various 
types of export and import organizations in 
the United States. Here the text is illustrated 
with simple explanatory charts showing the 
various departments and their functions. Tax 
advantages of Western Hemisphere Trade Cor- 
porations are succinctly described. Specific 
forms of import organizations are compared. 
A problem for students at the end of Chapter 
Two illustrates the practical nature of this 
book: 


A firm is changing from an import commis- 
sion agent to an importer-distributor organi- 
zation. Describe possible reasons for shift; 
also changes in staff. What is the biggest 
problem the firm will face immediately? 


2. Diverse distribution outlets overseas are 
compared. Here the text surveys shrewdly the 
points to be covered in a distributor's agree- 
ment. (This is one of several such items added 
in this edition to make it valuable to market- 
ing executives as well as students.) 

In describing informal relationships with- 
out written contracts the author states: “It is 
a highly admirable business record in the 
case of many of these United States and for- 
eign firms who have successfully conducted 
profitable business over many, many years 
without any written contract or agreement.” 


This fact is worthy of study by those who view. 


with suspicion all foreign and some U. S. 
businessmen. 


3. Guidance is given on where to seek data, 
how to communicate and how to advertise. 
The author tells where to find recent, accurate 
information; how to handle letters and cables 
(keeping in mind differences in time); how 
both exporters and importers can use advertis- 
ing to best advantage. Language and cultural 
difficulties are emphasized. Another chapter 
explains how to estimate costs (including in- 
surance, freight, etc.) at the customer’s end 
for both export and import shipments. 


4. Technicalities of importing and exporting 
are clearly delineated. These include terms of 
sale, freight movements, governmental export 
and import controls, marine insurance, etc. 
These chapters deal in detail with the terms 
and documents used in the export-import 
trade. Students and marketing executives who 
master this segment of the book will have 
much of the technical knowledge needed to 
make them skilled artisans in foreign trade. 


answers the practical technical problems faced 


5. The book outlines methods of financing 
both exports and imports. In addition to de- 
tailed instructions on credit accounts, drafts, 
various bills of lading, etc. the author gives 
advice to both exporters and importers on how 
to protect their interests. A list of dangers in 
letters of credit is particularly pertinent. 


6. The entire business of exporting and im- 
porting is brought into focus with specimen 
transactions. In the export transaction this 
starts with the buyer’s inquiry and goes 
through the forms for bills of lading, consular 
invoices, certificate of insurance, to the final 
letter to the overseas purchaser. ‘The im- 
porter’s transaction is equally complete. 

Practical Exporting and Importing is writ- 
ten in easy, understandable prose. The author 
has been careful to avoid using marketing 
jargon which might leave students and mar- 
keting executives impressed, but uncompre- 
hending. 

FRANK M. DUNBAUGH 

University of Miami 


THE ALLOCATION OF ECONOMIC RESOURCES, 
by Moses Abramovitz and others. (Stanford, Cali- 
fornia: Stanford University Press, 1959. Pp. 244. 
$5.00.) 

This book is a collection of essays in eco- 
nomics written by the students and colleagues 
of Bernard Francis Haley in his honor. As 
such they cover a wide span of topics includ- 
ing some that are relevant to those of us who 
are in marketing. 

Perhaps the most important of the essays is 
by Armen Alchian, “Costs and Outputs.” The 
implications of this essay emerge only after 
several readings and then only in contrast to 
the conventional treatment of this topic. 
When economists develop their theories of 
cost they have in mind products like wheat, 
iron, food, and steel. These are products that 
have been and will continue to be produced 
for a long time. The firms engaged in their 
production may regard their costs as depend- 
ing upon the rate of output, which means 
production per unit time; and for analytic 
purposes economists can ignore certain other 
aspects of production that Professor Alchian 
brings to the center of the stage. He em- 
phasizes these because he wants to develop a 
theory of costs and outputs that has some- 
thing to say about problems of the modern 
world in which new products are born and 
eventually die. Hence he focusses on three 
other important dimensions of the productive 
process besides the rate of output. These are: 
the total planned volume of production; the 
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time profile of delivery, including the date at 
which the first delivery will occur; and the 
date when the last item leaves the assembly 
line. Alchian has in mind, for instance, the 
production of automobiles: Producers plan a 
certain volume of output of a particular model 
and a certain schedule of output. They do so 
because at the end of the production run 
they will switch over to another model. The 
rate of output alone and how it affects costs 
does not convey enough information to enable 
them to make decisions. 

Although in a general way these aspects of 
production are well known to practitioners, 
no one before Professor Alchian has con- 
structed a formal analysis of how these aspects 
affect cost. Thanks to his efforts, we have a 


clear analysis of economies of scale and of the. 


way time enters the productive process. 

Many persons dealing with applied prob- 
lems are dissatisfied with the usefulness of the 
theory of perfect competition. In Kenneth J. 
Arrow’s contribution, “Toward a Theory of 
Price Adjustment,” we find an analysis that 
makes clear why the ordinary theory of perfect 
competition does not provide useful insights 
into the determinants of prices in the short 
run. Professor Arrow begins his discussion 
with a supply curve and a demand curve. 
Economists derive both of these from assump- 
tions about the behavior of firms and house- 
holds. These assumptions give two equations, 
the supply schedule and the demand schedule, 
and two unknowns, price and quantity. The 
equilibrium price clears the market, and this 
condition provides a third equation. For anal- 
ysis of long-run problems, the framework is 
satisfactory and its implications are rich in 
content. But for problems of the shorter run, 
the analysis does not provide an equilibrium 
condition on the same footing as the basic 
supply and demand schedules which refer to 
the behavior of firms and households. Both 
Alfred Marshall and Leon Walras have pro- 
vided solutions to these problems by making 
the determination of the equilibrium the out- 
come of a dynamic process. Although their 
solutions differ on some details, basically they 
say that the rate at which prices change turns 
on the amount of disequilibrium in the mar- 
ket. Thus, if the quantity offered exceeds the 
quantity demanded, prices fall by an amount 
proportional to the excess supply. This dy- 
namic condition is nowhere to be found in 
current explicit treatments of the theory for 
the firm which regards the price as given to 
it. Arrow points out that the theoretical dif- 
ficulties evaporate if each firm is regarded as a 
monopolist in the short run so that it can 
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consider the price as a function of its rate of 
output. A dynamic analysis for a monopolist is 
not hard to construct and the resulting market 
equilibrium follows naturally from this anal- 
ysis, as Arrow points out. 

The classical theory of perfect competition, 
I feel, can provide useful theorems relevant 
to the determination of the short run market 
equilibrium if the actual price is distinguished 
from the expected price and if the actual out- 
put is distinguished from the expected output, 
Developing these ideas further is out of place 
in this review, but I was sorry to see that Ar- 
row prefers to substitute a theory of pervasive 
monopoly for a theory of pervasive uncer- 
tainty. 

He raises some interesting points in con- 
nection with the administered price contro- 
versy. Its most prominent exponent, Gardiner 
C. Means, has pointed out that price rigidity 
seems to be related to the presence of monop- 
oly as measured by the concentration of mar- 
ket shares in the hands of a few firms. Op- 
ponents argue that the prices at which trans- 
actions occur, not the list prices, are what is 
pertinent and that the real prices are no 
more rigid than the price of wheat. Arrow 
shows that Means’s attackers beg some ques- 
tions: Why are there list prices in the first 
place? There is no list price of wheat. Does 
not the fact that the real prices differ among 
customers suggest that firms behave like dis- 
criminating monopolists? Those customers 
who are able to drive the hardest bargains 
get the lowest prices. Furthermore, one cus- 
tomer often does not know what price an- 
other pays. The combination of list prices and 
secret, though perhaps flexible, real prices are 
hardly compatible with the existence of per- 
fect competition in thesc markets. 

The essay by H. S. Houthakker, “The Scope 
and Limits of Futures Trading,” is of greatest 
interest to marketing. This essay is beautifully 
written and should find its place in collections 
of readings in marketing. It well illustrates 
the power of economic theory in analyzing 
that mysterious institution—commodity futures 
markets. 

Perhaps the most interesting part of Hou- 
thakker’s essay comes at the end where he tries 
to explain why some commodities and not 
others have futures markets. The need for 
futures markets arises basically out of the de- 
sire for hedging, which in turn grows out of 
the amount of stocks that are held. Hedging 
becomes more attractive the higher the cor- 
relation between the spot and the futures 
price, and this correlation depends on how 
narrowly the futures contract is defined. If 
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it refers to a particular kind and grade of the 
commodity to which corresponds of course a 
spot price, then the correlation between the 
two prices is likely to be high. However, the 
more narrowly defined is a futures contract, 
the thinner is the market for it and the higher 
are transactions costs. Therefore, the more 
perfect a hedge the more costly it is. If the 
amount of stocks held relative to consumption 
is small, the commodity is not likely to be 
traded on an organized futures market. If the 
commodity cannot be graded (Houthakker 
cites tea as an example), then it cannot be 
traded on a futures market. And so on. 

Houthakker contributes a novel idea on 
hedging. If a stock is hedged, banks are will- 
ing to advance a loan on a higher proportion 
of its value than if it is not hedged. Therefore, 
a merchant need invest a smaller amount of 
his capital in inventories. Of course he pays 
a price for this—the cost of hedging. Why this 
should be an advantage to the merchant is 
not clear to me. A merchant may operate at 
any scale he pleases and presumably chooses 
that scale which maximizes his profits. There 
is no virtue in bigness per se. 

The other essays in this volume are well 
worth reading, but these three are of most 
interest to marketing. 

LESTER G. TELSER 
University of Chicago 


COST JUSTIFICATION, by Herbert F. Taggart. (Ann 
Arbor: School of Business Administration, Univer- 
sity of Michigan, 1959. Pp. xvii, 588. $12.50.) 

“This book is not for him who thinks the 
Robinson-Patman Act will go away if he 
ignores it long enough. . . . The only amend- 
ments which appar at all likely to stand a 
chance in Congress are those which are in- 
tended to strengthen the Act and to make 
price differentiation, in particular, still harder 
to defend.” (Preface, p. v.) 

In his exceedingly useful volume, Professor 
Taggart arrays “all the recorded instances in 
which respondents to Federal Trade Commis- 
sion complaints or defendants in treble dam- 
age suits have attempted to defend their pric- 
ing piaciices by presenting information about 
their costs.” (Preface p. v.) Separate chapters 
are devoted to the detailed review of the fol- 
lowing major cases: Goodyear Tire and Rub- 
ber, Bird & Son, Standard Brands, E. B. Muller 
and Heinr. Franck Sons, Inc., Champion Spark 
Plug, International Salt, Morton Salt, Stand- 
ard Oil (Indiana), Curtiss Candy, Minneapolis- 
Honeywell Regulator, United States Rubber, 
B. F. Goodrich, Sylvania Electric Products, 
C. E. Niehof, and Thompson Products. The 


following minor cases receive separate but 
briefer attention: Kraft-Phenix Cheese, H. C. 
Brill, U. S. Rubber and U. S. Tire Dealers, 
Bissell Carpet Sweeper, Horlick’s, Moog In- 
dustries, and Hamburg Brothers. Separate 
treatment is also accorded the following treble 
damage suits: Bruce Juices, Russellville Can- 
ning, and Reid v. Harper & Brothers. Finally, 
two section 2(f) cases, Automatic Canteen and 
Crown Zellerbach, are examined in a chapter 
entitled “Must a Buyer Know the Seller's 
Costs?” 

Former chairman Edward F. Howrey in the 
Sylvania Electric Products case and in public 
utterances had expressed the view “that the 
cost defense has proved largely illusory.” This 
same opinion was repeated and supported in 
The Report of the Attorney General's Na- 
tional Committee to Study the Antitrust Laws 
in 1955. Professor Taggart’s reaction to the 
above authoritative positions reminds this re- 
viewer of the polemical attitude of one of his 
Berkeley colleagues who always begins a 
friendly discussion with “I agree with you, 
but .. .” and then proceeds to disagree. So, 
Professor Taggart states, “it is doubtful if any- 
one who reads this volume will disagree with 
their conclusion” (p. 543), and reiterates in 
support of the “illusory” judgment that his 
volume dealt with only 21 respondents who 
have pleaded cost defense in Commission pro- 
ceedings since 1914, and only two defendants 
in treble damage suits, and at the time of 
writing only one cost defense was being 
pressed. But, on the other hand he notes: 
(1) that there have been at least nine success- 
ful utilizations of the cost defense in relation 
to nine unsuccessful attempts—hence the bat- 
ting average has been .500; (2) that the cost de- 
fense has been explored in a large number of 
cases on an informal, confidential basis; and 
(3) “the cost defense, with all its complexities © 
and uncertainties, is the most practical and 
available” in contrast with alternative de- 
fenses under Section 2(a). Hence, Professor 
Taggart strongly urges that companies prepare 
for cost defense long before a complaint is 
issued by making exploratory and tentative 
studies of cost differences. Such studies would 
be beneficial to management regardless of 
any potential action under the Robinson- 
Patman Act. 

Professor Taggart’s volume is highly recom- 
mended to legal practitioners, governmental 
officials, accountants and cost analysts, teach- 
ers and students. The final conclusion indi- 
cated above is important. Even more im- 
portant, however, are: (1) Chapter 20, The 
Rules of the Game, in which the principles 
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and methods of realistic accounting and cost 
analysis are developed in terms of the record 
to date. (This statement should be required 
reading for all companies interesicd in the 
differential cost approach and for everyone in 
professional practice or in teaching in this 
general field); (2) the detailed examination of 
the major and minor cases listed in the second 
paragraph of this review. Studying and digest- 
ing these voluminous records must have in- 
volved the “great deal of drudgery” (Preface 
p- v) to which the author refers. It is incon- 
ceivable that anyone would sit down with this 
volume for continuous one-sitting reading. 
But hundreds of users in the years ahead will 
be eternally grateful to Herbert Taggart for 
his labor of scholarship—drudgery and all. 
Together with the enlightenment of the area 
of cost justification as a whole, there is also 
the lightened burden of research that may now 
begin with these careful, objective summaries 
and judgments. Readers will also appreciate 
the ready access in the appendix of this vol- 
ume to the Report to the Federal Trade Com- 
mission of the Advisory Committee on Cost 
Justification of which Professor Taggart was 
chairman. 

Professor Taggart, for some twenty-five 
years, has been a leading scholar and consult- 
ant in the field of cost analysis and cost ac- 
counting. Cost Justification reflects the ma- 
turity of his wide and evolving experience be- 
ginning with the fearful days of the NIRA, 
out of which the Robinson-Patman Act germi- 
nated. No one else was better qualified to 
undertake this study. The results unequivoca- 
bly demonstrate Professor Taggart’s leader- 
ship in this field while negating the wishful 
views of those who, finding the Robinson-Pat- 
man Act abhorrent, look hopefully to its early 
demise. 

E. T. GRETHER 


University of California 


THE AMERICAN LABOR FORCE: ITS GROWTH 
AND CHANGING COMPOSITION, by Gertrude 
Bancroft. (New York: John Wiley & Sons, Inc., 
1958. Pp. xiv, 256. $7.50.) 

One of a series of monographs sponsored by 
the Social Science Research Council in co- 
operation with the U. S. Bureau of the Census, 
this book should become the standard refer- 
ence work for the busy marketing official who 
wants to know something about the composi- 
tion of the labor force and its measurement. It 
digests literally hundreds of government re- 
ports, with statistical tables appearing on two 
out of every three pages of text. Miss Ban- 
croft, it should be noted, has been the Census 
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Bureau expert most closely associated in re- 
cent years with labor force trends. 

The current monthly reports on the labor 
force, of course, provide one of the most 
closely watched indicators in a full-employ- 
ment-conscious society—namely, the level of 
unemployment. These monthly reports, based 
upon a randomly selected sample of some 
35,000 households, furnish an unemployment 
measure which was unknown during the great 
depression of the 1930s. Miss Bancroft, as does 
the reviewer, prefers the labor force statistics 
generated by these monthly reports to those 
made available in the decennial censuses. For 
the monthly reports, trained and more or less 
permanent interviewers obtain the informa- 
tion, while for the decennial census of neces- 
sity, untrained and quite temporary personnel 
are used. The trained interviewer is better 
able to ferret out labor force status. 

While the count of unemployment is of 
great interest to politicians, as well as to mar- 
keting officials and others, it is but a small 
part of the study of the labor force. Much 
more interesting is the great wealth of detail 
on labor force participation and the kinds of 
jobs people hold. Thus, in Chapter 1, “Eco- 
nomic Activity of the Population,” Miss Ban- 
croft uses the monthly reports for 1956 to out- 
line the composition of the labor force, age, 
sex, employment status, as well as the make-up 
of persons outside the labor force. Particular 
emphasis is placed on the wide seasonal fluctu- 
ations in the labor force which take place 
every year. 

Both in Chapter 2, “Trends in the Labor 
Force, 1890-1955,” and Chapter 3, “Changing 
Patterns of Labor Force Participation, 1940-50,” 
the most striking finding relates to the increase 
in jobs held by women outside the home. Over 
the more recent decade, some of these changes 
were dramatic, particularly for married women 
without young children. Thus the proportion 
of married women over 40 with jobs was un- 
precedented in our history. More recent data 
suggest that this upward trend has continued. 
By now, it seems clear that a profound social 
change has taken place both in the attitude of 
society toward married women with jobs as 
well as on the part of the women themselves. 
This social revolution is loaded with signifi- 
cance for the marketing fraternity. In retro- 
spect, it is apparent that much of the change 
resulted from, or was triggered by, the experi- 
ence of World War II. 

In Chapter 4, “Trends in the Part-time La- 
bor Force,” the author points out that about 
one-fourth of the annual labor force consists 
of people who work part-time. The relative 
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size of the labor force working part-time adds 
a further element of elasticity. Together with 
the wide seasonal variations, it points to a la- 
bor force continually in a process of change. 

In Chapter 5, “Family Employment Pat- 
terns,” the contribution of the working wife 
to family incomes is highlighted. Thus, “re- 
peated observations have shown that up to the 
top income classes, the higher the family in- 
come, the greater the proportion of families 
with the wife in the labor force.” Further, “it 
appears that the average working mother may 
have augmented her husband's income by one- 
third or one-half.” 

Finally, Chapter 6, “Projections of the La- 
bor Force to 1975,” illustrates the futility of 
publishing in bound volumes projections es- 
sentially based upon population forecasts 
which themselves are revised every few years. 
Thus Miss Bancroft herself has already revised 
and extended to 1980 the labor force projec- 
tions published so recently in her book. In this 
revision released by the Census Bureau, she 
uses the population projections prepared by 
the Bureau in November, 1958. Nevertheless, 
this chapter has merit in explaining the meth- 
ods used in making labor force projections. 
Since such projections represent a key element 
in over-all projections of the Gross National 
Product, the assumptions used in labor force 
projections should be reviewed by all who 
have occasion to make or use estimates of the 
GNP based upon long-term trends in labor 
force and productivity. 

The appendices cover such topics as the 
quality of the census labor force data, the 
technical aspects of labor force projections, 
and problems of concepts and measurement, 
and include reference tables with labor force 
data from 1890 to 1955. 

As of July 1, 1959, the primary responsibility 
for the preparation of the Monthly Report on 
the Labor Force has been transferred from the 
Bureau of the Census to the Bureau of Labor 
Statistics, with the interview field work con- 
tinuing in the Census Bureau. Surely, Miss 
Bancroft’s book will be on the desk of every 
BLS official involved in this new assignment. 

MORRIS COHEN 
National Industrial Conference Board 


WAGES, PRICES, PROFITS AND PRODUCTIVITY, 
edited by Charles A. Myers. (Harriman, New 
York: The American Assembly, Columbia Univer- 
sity, 1959. Pp. ix, 193. $2.00.) 

This book consists of the six papers pre- 
sented to the American Assembly, each of 
which served as background for a discussion 
session. The reader should keep that in mind 


or he is apt to be looking for some definite 
answers he is not likely to find and which the 
editor quite candidly and commendably makes 
no pretense of providing. 

In the words of Prof. Chas. A. Myers, the 
editor, “We see that the answers to our ques- 
tions are not so clear cut, that the facts do not 
all point in one direction, and that informed 
judgment and evaluation are the best we can 
expect in the present state of our statistics and 
knowledge.” 

The Assembly was made up of about sixty 
very able and prominent Americans from 
widely divergent backgrounds and interests. 
One can get a somewhat sardonic amusement 
in imagining what the difficulties of a chair- 
man would have been and how confused the 
discussions might have become had they not 
been polarized by these excellent, highly com- 
pressed presentations. 

The reader is likely to find a further diff- 
culty in that (since he is almost certain to have 
given considérable thought to this subject be- 
fore approaching this work) he is apt to bring 
to it a somewhat crystallized attitude. This 
could lead him to be critical of the qualified 
conclusions presented. He will, however, have 
his thinking enlarged by such observations as 
that of Rees that to tie wages tightly to a 
productivity index would be “to freeze the 
distribution of income among groups in the 
name of checking inflation.” An evolving so- 
ciety is constantly shifting the emphasis upon 
the value of social contributions, though some- 
what less dram-tically than Barrie developed 
in “The Admirable Crichton.” Who “ought” 
to get what is a determin«tion without much 
appeal to a liberally-minded person. 

Keeping in mind that the purpose of these 
papers was to pull together the thinking of a 
heterogeneous group, it is natural that each 
should tend to be talking primarily to a dif- 
ferent audience. 

Reynolds points out the three quite dis- 
similar types of inflationary pressures: (1) 
where total money demand exceeds the econ- 
omy’s productive capacity at current prices; 
(2) where aggregate demand exceeds the ca- 
pacity of one or more key industries which 
become bottlenecks in the expansion; and (3) 
where “cost inflation” results not from demand 
but from pressures solely on the cost side. His 
analysis is cited in order to point the question 
which is raised by type (2) and the extent to 
which the Full Employment Act of 1946 af- 
fects it. The cost of living index and unem 
ployment figures once largely ignored are sta- 
tistics of very wide popular interest. In an 
effort to keep unemployment figures at a 
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minimum we use a variety of means to keep 
the economy under forced draft. Since there 
will always be the slowest ship in the convoy, 
a logical conclusion might be that inflation 
type (2) would be operating a distressingly 
large part of the time. 

The non-economist would be likely to find 
most valuable and interestiig those presenta- 
tions of Duesenberry, Dunlop, and Slichter 
which provide the reader with somewhat more 
thorough descriptions of their underlying mod- 
els. Each of these three emphasized different 
aspects of the economic model. While it is 
doubtful whether they would agree on policy 
recommendations, they would be apt to agree 
as to the relationships contained in the model. 

The economist scientist is interested in 
problems of measurement, being familiar with 
the models. The non-economist, having satis- 
fied himself that the model presented is backed 
up by figures, will probably, without realizing 
he is doing it, seek to find how far specific 
quantitative estimates can be inserted into it 
(that is, how definite it can be made) and to 
find those features which can be translated 
into action. That is a difficult, if not impos- 
sible, process. 

The so-called “practical” reader may pro- 
test that it does not constitute a very useful 
volume. He will, however, be overlooking the 
fact that having a group as diverse as this 
come to the quite real degree of agreement 
represented by the final recommendations is 
proof that the background papers did the job 
for which they were intended. 

Thirteen policy proposals are made, too 
long to be included here, but centering mainly 
on a central theme of widening the oppor- 
tunities for choice by working for freer mar- 
kets, improved mobility and transferability of 
people, minimum social restrictions, upgrading 
of skills, and elimination of restrictive prac- 
tices. The lessening of elasticity in the Ameri- 
can economy which is causing concern to many 
was obviously a conspicuous part of the think- 
ing of the assembly. 

No book could be an adequate substitute 
for actual participation in such an assembly 
but the thoughtful, imaginative reader who 
covets the opportunity to attend such a meet- 
ing will find, in these papers, material pro- 
viding him with considerable insight into the 
views presented and, from the proposals, some 
idea of the discussions which followed. 

It has been pointed out that progress has 
been less rapid in the social sciences than in 
observational research such as medicine and 
the physical sciences where the microbes and 
the atoms don’t talk back and cloud the con- 
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clusions with their personal views. Confronted 
with the difficult and scholarly material pre- 
sented here, the reader must respect an as- 
sembly which would take these divergent views 
and emerge from their discussions with a re- 
sult as substantial as the thirteen proposals. 
R. H. COLLACOTT 

The Standard Oil Company (Ohio) 


DYNAMIC MANAGEMENT DECISION GAMES, by 
Jay R. Greene and Roger L. Sisson. (New York 
John Wiley & Sons, Inc., 1959. Pp. 84. $2.95.) 
Business games are promising educational 

devices to aid in developing executive skills 
without incurring the penalties of costly and 
irreparable mistakes. Within the safe confines 
of a game, managers and administrators can 
be daring or cautious, analytic or intuitive; 
they can test novel operating strategies and 
learn from experience. 

In most business games constructed thus far 
large electronic computers are used to simulate 
the real world. The need for computers sharply 
restricts the usefulness of these games because 
computers are not generally available and 
their time is always expensive. The authors 
have designed a set of business games that can 
be played with pencil and paper and can be 
tailored with little effort to fit specific situa- 
tions, to demonstrate problem solving tech- 
niques, and to evaluate the probable outcome 
of alternate courses of action. The games are 
planned and supervised by an instructor who 
supplies operating data and compares the per- 
formance of the competing teams. 

Seven topics are discussed: materials inven- 
tory, personnel assignments, retailing, produc- 
tion scheduling, industrial sales, top operating 
management problems and marketing nego- 
tiations. The presentation is clear and ele- 
mentary. Business schools and middle man- 
agement of large corporations should find this 
approach useful and intellectually stimulating. 

In the opinion of this reviewer the sim- 
plicity of the models is achieved at times at 
the expense of realism. The top operating 
management game is a case in point. The 
players are asked to compute plant capacity 
requirements on the basis of experience ac- 
quired during the earlier phases of the game. 
Is it good pedagogy to postulate that a game 
which is learned and played in a few hours is 
an acceptable analog of the complex problems 
faced by top management? 

Four of the topics do not involve conflict of 
interest situations. The materials inventory 
game for example illustrates the use of the 
Economic Order Quantity Formula. This ex- 
ercise, as formulated by the authors, is a prob- 
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lem in statistics and not a game in the tech- 
nical meaning of the term. 

These are minor criticisms. The drawbacks 
of the approach chosen by the authors are 
more than compensated by the insight that 
players will acquire by being exposed to the 
internal mechanics of the game. Their errors, 
or unwise decisions, become immediately ap- 
parent and do not remain hidden within the 
vast memory of a giant computer. 

M. L. VIDALE 
Arthur D. Little, Inc. 


“CREATIVITY AND ITS CULTIVATION", edited by 
Harold H. Anderson. (New York: Harper & 
Brothers Publishers, 1959. Pp. vi, 293. $5.00) 

This book grows out of an interdisciplinary 
symposium held at Michigan State University. 
It contains the frontier thinking of fifteen orig- 
inal thinkers about creativity, ranging from 
architecture to psychology and from anthro- 
pology to botany. 

The topics discussed extend from Professor 
J. P. Guilford’s highly sophisticated mathe- 
matical and statistical study of the psychology 
of thinking over to Margaret Mead’s action 
research of people in primitive cultures. This 
volume is a good-humored but serious attempt 
to “unscrew the inscrutable.” 

As in all symposia, there is substantial di- 
vergence in style of presentation and solidity 
of evidence. 

Anyone who has attempted to grapple with 
the problems of creativity will immediately 
sympathize with the contributors in their dif- 
ficulties in pinning down very much of a con- 
crete and specific nature. This book is an 
extre.nely broad-gauge attempt by seminal 
thinkers to define the major issues of creativ- 
ity—perhaps the least understood and the most 
complex of all human activities. 

In spite of what may appear to be wooliness 
of definition to the casual reader, this book 
can be very stimulating to the reflective cre- 
ative director of an advertising agency, the 
thoughtful director of marketing research, or 
anyone else who has carried substantial re- 
sponsibility for being creative himself and 
stimulating creativity in other people. 

Throughout this smorgasbord of fine arts, 
behavioral sciences, belles lettres, and philos- 
ophy, there are many tidbits which will stimu- 
late the appetite of the secker after truth. 

The specialist in the field will readily note 
that space did not permit the inclusion of 
many essential reservations and qualifications 
to the tentative conclusions drawn by the 
authors. He will excuse a number of state- 
ments which might otherwise be interpreted 


as dogma-eared arguments for personal biases 
in the field of the history of philosophy. 

Most of the fifteen authors have been able 
and willing to come down from the Mount 
Olympus of technical scholarship and _ illus- 
trate their points of view with a heart-warm- 
ing variety of quite human and sometimes 
folksy illustrations. By way of example, South 
Sea dancers, New England college sophomores, 
California mathematicians, kindergarten chil- 
dren, Nobel prize winners, poets, automobile 
mechanics, and East Indian gurus jostle each 
other in presenting a kaleidoscope of inven- 
tion and innovation. 

As the reviewer attempts to read between 
the lines, he gets the distinct impression that 
the writers have a warm, personal sympathy 
for all sorts and conditions of their fellow 
men. 

This book is likely to receive an “all-or- 
none” response from its readers. The respon- 
sible and responsive creative worker of any 
lated in a most engaging fashion. On the other 
hand, the eager-beaver laborer in the vineyard 
who is looking for a cookbook for inventing 
and innovating will, in all probability, be re- 
pelled by the speculative nature of this com- 
pendium. 

J. ELLIOTT jANNEY 
Rohrer, Hibler & Replogle 


THE LOCATION OF THE SYNTHETIC-FIBER IN- 

DUSTRY, by Joseph Airov. (New York: John Wiley 

& Sons, Inc., 1959, Pp. xii, 203. $9.75.) 

The author makes an interesting analysis of 
the factors leading to the present location of 
the synthetic fiber industry and its chemical 
raw material plants. Then he predicts the 
future trends in plant location in this rapidly- 
growing industry. 

The synthetic fiber plants are to a great ex- 
tent located in the Textile South, near to their 
customers and in an area where wage rates are 
comparatively low. This trend is expected to 
continue. The author points out certain possi- 
bilities for locating a fiber plant in Puerto 
Rico, but this reviewer feels that the case for 
this location is not a strong one. 

Synthetic fibers are defined basically as ny- 
lon, acrylics, and polyesters. The raw materials 
for these fibers are primarily petrochemicals. 
According to Dr. Airov’s analysis, the avail- 
ability of cheap basic raw materials such as 
natural gas and petroleum is the most im- 
portant factor in locating these chemical 
plants. Hence the Texas-Gulf Coast area is now 
the most important area and will probably 
continue as such in the future. These chem- 
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ical plants are highly automated with the re- 
sult that the labor cost per pound of product 
is low and hence wage rates are not so impor- 
tant a consideration as is the case in the fiber 
producing plants. 

The author's over-all approach to the prob- 
lem of plant site selection is, in general, similar 
to that presently used in the synthetic fiber in- 
dustry. Due to the many variables involved, 
this approach must be empirical. After all the 
calculations have been made and the potential 
plant sites narrowed down to two or three, 
then attention must be given to the intangible 
variables which are not subject to mathemati- 
cal analysis, such as the attitudes of the people 
in the area, local ordinances, local tax struc- 
ture, and the ability of the location to attract 
good management and technical personnel. 

As is to be expected, one can find fault with 
certain of the specific factors used by the au- 
thor. The synthetic fiber industry has been 
confined to a relatively few producers and has 
been rather secretive in releasing information. 
The author has had to rely on printed articles 
in the technical and business press and this 
information has been quite erroneous. The 
factors used by the author for capital invest- 
ment, labor and utilities are not representative 
of the industry as it exists today. Inasmuch as 
the book is presenting a relative rather than 
absolute study, these errors do not seriously 
affect the validity of the conclusions. How- 
ever, when these data are used to project fu- 
ture requirements for capital investment and 
labor, they can lead to serious errors and it is 
in this area that the book is most open to 
criticism. 

In general, this is a serious study of a prob- 
lem which is, and will continue to be, a very 
difficult one for the synthetic fiber industry. 
Inasmuch as hundreds of millions of dollars 
are at stake, the question of plant location is 
indeed a vital one. This book should be of 
interest to persons connected with this indus- 
try and also to all those interested in the gen- 
eral problem of plant site location. 


E. T. POWERS 
The Chemstrand Corporation 


THE COMPETITIVE POTENTIAL OF THE U. S. COT- 
TON INDUSTRY, by Clifton B. Cox and Vernon W. 
Pherson. (Boston: Harvard Business School, Divi- 
sion of Research, 1959. Pp. xx, 201. $3.00.) 

Ever since Murchison’s King Cotton Is Sick 
there has been a growing literary output on 
the problems of that upstart monarch who in 
the span of the 19th century rose from a non- 
entity to undisputed mastery of the world of 
cloth and clothing, but in much of the goth 
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has been ailing. The royal physicians have 
whacked, banged, and needled the patient, 
only to aggravate his malaise, as witness the 
recent Senate hearings, a new Government 
Board on What's Wrong with Textiles, and 
now the work of authors Cox and Pherson. 
Meanwhile the heirs apparent among the test 
tube textile fiber makers snicker with ill-con- 
cealed joy, nor are the many retailers and 
chains who import shirts and towels and cloth- 
ing galore, of cheaper foreign and subsidized 
domestic fiber, from Japan and Hong Kong 
very sorry for the old king’s troubles. 

In this study the competitive potentials of 
cotton are clearly stated, and the problem 
analyzed. Cotton’s kingdom is down from 88 
per cent of the U. S. fiber market in 1920 to 
66 in 1957. This greatest cotton growing and 
shipping nation also suffers from shrunken 
exports, now wholly dependent on subsidies 
and often on acceptance of irredeemable cur- 
rencies. Cotton has been priced out of many 
markets. Transfusions from the veins of tax- 
payers over three decades have held a price 
umbrella over enterprising foreign growers 
and domestic and foreign man-made fiber 
makers. 

The approach, from an “agri-business” con- 
cept, provides the authors with a vehicle for 
weighing things all the way from farm to con- 
sumer. The 864,000 U. S. cotton farmers (1.5 
million before Henry Wallace) are a tenth of 
the farm population, with 8% of farm receipts. 
Passing over the ginners, merchants, and fa- 
cilitators, there is the U. S. textile industry, 
world’s largest, which with the needle trades 
accounts for one in seven production jobs 
in U. S. manufacturing industry. Altogether 
260,000 business establishments, the authors 
state, help put 25 pounds of cotton a year 
into each U. S. consumer's hands. If a business 
of such dimensions ails, it is serious to the 
economy. If its export policies are unwise, 
our good relations with 80-odd foreign cotton 
growing political entities are involved. 

The authors find U. S. cotton output little 
changed in average since 1920, although the 
crop is now pitched on under half the 1920 
acreage. Overseas, crops have mushroomed, a 
trend begun long ago by British Empire pol- 
icy, vastly stimulated since the New Deal 
initiated grower “loans” without obligation 
of repayment, at above world market prices. 
This remains as national policy. Cotton has 
lost percentagewise against other fibers and all 
goods and services at home, lost in percentage 
but gained in voluwre against its principal 
competitors abroad, <ad of course man-made 
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fibers have gained percentagewise at home and 
overseas. 

Five factors affecting cotton competition are 
singled out for detailed analysis in the book— 
per capita or real income, price, quality, pro- 
motion, and trade arrangements, the last an 
innovation in such studies. Per capita income 
is uncontrollable by the industry, but it is 
recognized that increases here and in the 
world should help cotton. The authors take 
the view, however, that not by growth of the 
whole textile industry, but by meeting other 
fiber competition does cotton stand most to 

in. 
eThe analyses of price and of trade arrange- 
ments may be considered together, as the 
more powerful trade arrangements are chiefly 
governmental. The authors do not espouse a 
return to free enterprise, nor abandonment 
even of the two-price system, high at home, 
low for export; only that cotton be made com- 
petitive in both areas. They suggest a govern- 
ment-provided environment having efficiency 
and self-reliance incentives. On import-export 
policy they propose research. 

As Government in go years of experiment 
has failed to provide such an environment, 
this may seem wishful thinking. Decades of 
legislative and administrative cotton football- 
ing have culminated this 1959-60 cotton season 
with government owning nearly all the stock, 
committed to buy the crop of growers with 
“quota” acreage only at a high price and sell 
at a loss, and obligated to “loan” a lesser price, 
yet more than production cost or the price of 
competing fibers, to “excess quota” growers. 
Taxpayer losses on the purchase program 
alone are being estimated at a half billion 
dollars this year. Merchants hang on by grace 
of Government, out the elaborate futures 
machinery of the trade is threatened with 
extinction. This is government monopoly in 
cotton. 

The authors brush aside imports, but the 


U. S. sells cotton overseas 25% or $40 a bale 
under the domestic price, can boost this sub- 
sidy without limit. Cloth and garments of 
this or cheaper foreign cotton enter the U. S. 
with no offset. They are made at wage levels 
a third to less than a tenth of U. S. rates. 
Textiles have a history of industry migration 
to the lowest cost areas if unimpeded by 
government arrangement. Trade arrangements 
for market betterment by the industry itself 
as suggested by the book are and can be more 
helpful if further pursued, but the cotton 
interests are agreed that these can avail little 
against this dangerous long-run import peril. 

Cotton quality improvement, including the 
need for better and deeper research, is dealt 
with in detail and promotional opportunities 
are considered. The promotion advocated, 
perhaps influenced by the “agri-business” con- 
cept, is essentially that of National Cotton 
Council, on whose program the authors lean 
almost to the exclusion of others, but with 
more dollars to be spent. One could wish a 
fuller exploration of this field, for the textile 
and apparel end of the cotton “agri-business” 
has done some hard thinking and costing on 
broader textile promotions in which they 
could logically act. A more objective analysis 
could have been done; Cotton Council hardly 
needs the encomium for its recognized good 
work, 

Altogether authors Cox and Pherson have 
produced a thought provoking book for the 
complex of industries involved with cotton. 
They have shown again that the king is sick, 
but demonstrated that it does not follow that 
“the king must die.” He has already outlived 
some test tube fibers that promised the world, 
failed in the performance, and have dropped 
into oblivion. 

JOHN L. SEVERANCE 
The Association of Cotton Textile 
Merchants of New York 
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Outstanding textbooks for . . . 


Second Edition of a highly successful textbook... 


SALESMANSHIP 


—Principles and Practices of Professional Selling 
ALFRED GROSS, New York University 


Expanded, rewritten, and completely u 
to this textbook solidly pwr 
basic principles with numerous practical 
examples based on the wide experience 
of the author as a teacher and sales con- 
sultant. 


Stressing a strong market study ap- 
proach, the book details the complete 
selling process—from locating the pros- 
om to closing the sale. Incorporates 
atest developments in industrial selling 


and diversified selling services. Discusses 
the sales management viewpoint together 
with tested procedures for maintaining 
good will, holding the customer, and im- 
proving sales efficiency. 


Eight complete sales presentations, forty 
case studies, and ample questions and 
suggestions after each chapter provide 
invaluable material for discussion, re- 
view, further study. Instructor's Manual 
available. 61 ills.; 580 pp. $7.00 


Sales Management 


HAROLD H. MAYNARD, late of The Ohio State University; and 
JAMES H. DAVIS, The Ohio State University 


Popular textbook evaluates the principles, 
procedures, and policies of scientific sales ad- 
ministration. The functions of the sales execu- 
tive in planning, organizing, and controllin 

the sales operation are covered clearly an 

in detail. Using examples from the best cur- 
rent sales practice, book illustrates basic 
principles of sales organization; training and 
operation of a successful sales force; market 


research and sales forecasting; and distribu- 
tion costs and budeets. Stresses the develop- 
ment of the sales manager as a major marketing 
executive; explains the use of break-even 
analysis in sales planning. “An excellent 
job of combining principles with practices.” 
—TuHomMas Luck, American College of Life 
Underwriters. Instructor's Manual available. 
3rd Ed. 48 ills., tables; 666 pp. $7.00 


Marketing and Distribution Research 
LYNDON O. BROWN, Doncer-Fitzgerald-Sample, Inc. 


A comprehensive treatment of all the funda- 
mentals of marketing and distribution re- 
search—its methods, uses, scientific founda- 
tions, and relation to business operations. 
Book fully describes the practices of out- 
Standing marketing and distribution re- 
searchers, and brings together the findings 
and experience of the research departments 
of leading American corporations. Broad 
coverage includes all phases of the subject, 


showing how to conduct research and use 
findings to improve operating efficiency and 
reduce distribution costs. Special sections ex- 
plain the techniques of market sampling plus 
proven methods of motivational and opera- 
tions research. "A stimulating book... 
the classic in the field."—RicHarp R. STILL, 
University of Rochester. 3rd Ed. 75 ills. 
tables; 561 pp. $7.00 


THE RONALD PRESS COMPANY 


. . . the Marketing Curriculum 


“The ‘last word’ on wholesaling.” DEPARTMENT STORE ECONOMIST 


Wholesaling 


THEODORE N. BECKMAN, The Ohio State University; 
NATHANAEL H. ENGLE, University of Washington; and 
ROBERT D. BUZZELL, The Ohio State University 


Third Edition of this definitive textbook analyzes the growth and present status of the 
wholesaling system against the complex environment in which it operates. Explains 
scientific management of a wholesale enterprise in terms of principles and practices drawn 
from varied industries and trades. Instructor's Manual available. 90 ills., tables; 705 pp. 

$8.00 


©@ OFFERS A SOUND CONCEPTUAL BASIS for the study and practice of wholesaling 


@ COVERS NEW CONCEPTS such as productivity in wholesaling, the use of per- 
formance measures in managerial control, electronic data processing, etc. 


@ FULLY UP-TO-DATE charts, forms, photographs, and documents help to clarify the 
text explanations 


@ SPECIALLY PREPARED case problems are correlated with the text 


“The best principles of marketing text available today.” 
—Rosert Drew-Bear, University of Massachusetts 


Principles of Marketing 


THEODORE N. BECKMAN, The Ohio State University; 
HAROLD H. MAYNARD, late of The Ohio State University; and 
WILLIAM R. DAVIDSON, The Ohio State University 


In continuous use for over three decades, this textbook gives a full picture of the effective 
functioning of the marketing system and its basic role in our economy. It stresses the 
dynamics of marketing; incorporates material on recent developments; discusses motiva- 
tion research and the concept of value added; etc. Instructor's Manual available, 61h Ed. 
33 ills., tables; 798 pp. $7.50 


@ SURVEYS the field from a functional point of view, giving students a broad under- 
Standing of the entire scope of modern marketing 


@ EXAMINES major policies that underlie the various activities of marketing institu- 
tions, with stress on the business, economic, and social implications of such policies 


@ INCLUDES problems of the situational analysis and modified case type along with 
carefully planned question material 
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Reprints of your Favorite Articles from the 


JOURNAL OF MARKETING 


May be ordered now at $1.00 per copy 


From January, 1959, issue 


Ihe Remembering and Forgetting of Ad 
vertising,” Zielske. 


‘The Need for Marketing Engineering,” 
Burger. 


‘Why Not Promote the Marketing Research 
Manager?” Vance. 


‘Wholesale Marketing in Japan,"’ Dowd. 


“Sampling in Marketing Research,” Semon, 


Cohen, Richmond, and Stock. 
“Problems of Resale Price Maintenance,” Lee. 


“Errors in Estimates of Retail Sales,” Ekeblad 
and Alspaugh. 


‘Multiple Packaging: A Merchandising Tool,’ 
Dempsey. 


‘Influence of Store Selection in Household 
Buying,’ Van Syckle and Brough 


From April, 1959, issue 


‘Consumer Convenience and the Retail Struc 
ture of Cities,” Cox. 


‘The True Role of the Marketing Execu 
tive,” Houser. 


“Have We a Decline in Advertising Appro 


priations”” Myers. 


The Use of Marketing Data in Courts of 
Law,” Barksdale 


Why Continued Advertising is Necessary: A 
New Explanation,” Carrick. 


Tenant-Selection Policies of Regional Shop 
ping Centers,” Sweet. 


‘Do's and Don't’s in Selling Abroad,” Nielsen 


Factors Influencing the Demand for New 
Automobiles,” De Janosi 


“The Functions of Advertising in Our Cu! 


ture,” White 


“A Marketing Appraisal of the Robinson 


Patman Act,” Robbins 


“The Inequalities of Television Franchises 


Sandage 


“Intentions to Purchase Compared with Ac 


tual Purchases of Household Durables,’ 
Namias. 


“Revised Estimates of Food Expenditures 


Burk. 


“Forecasting Sales in Underdeveloped Coun 


tries,” Copulsky. 


“How To Win or Lose Sales at the Point of 


Purchase,”” McMurry 


“The Elusive Element in Scientific Market 


ing,” Weir. 
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Public Relations and the Challenge of the 
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Ihe Challenge of Tomorrow's Markets 
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havior,” Fisk 
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SUCCESSFUL TELEVISION AND RADIO ADVERTISING, 
Second Edition 


By GENE F. SEEHAFER, Needham, Louis and Brorby, Inc., Chicago; and JACK 

W. W. LAEMMAR, J. Walter Thompson Company, Chicago. McGraw-Hill 

Series in Marketing and Advertising. 346 pages, $9.75. 
A completely new book and not merely a revision of SUCCESSFUL RADIO 
AND TELEVISION ADVERTISING. The change in title indicates the 
change in emphasis, reflecting the growth of television to its present position 
as the leading national advertising medium. The book's broad scope covers the 
entire field of broadcasting from the point of view of the advertiser, the sta- 
tion, the network, and the agency. 


MANAGEMENT OF INTERNATIONAL OPERATIONS: 
Text and Cases 


By JOHN FAYERWEATHER, Columbia University. Ready for Second Semester 
Classes. 


This book is intended to advance the managerial knowledge and skill of stu- 
dents and businessmen concerned with the management of operations of inter- 
national scope. It deals with all of the major areas of management action. The 
cases illustrate significant problems and management methods in each area. 


MARKETING RESEARCH 


By RICHARD D. CRISP, President, R. D. Crisp & Assoc., Chicago. McGraw-Hill 
Series in Marketing and Advertising. 798 pages, $7.95. 


A thorough and authoritative text providing a general introductory coverage 
of the entire field of marketing research. After an orientation, it discusses the 
techniques of marketing research, the problem-solving process, the major ele- 
ments in marketing research applications, and looks into its future. Numerous 
examples are based on actual practices of well-managed companies. Emphasis 
has been placed on sales analysis. 


ADVERTISING LAYOUT AND ART DIRECTION 


By STEPHEN BAKER, Cunningham and Walsh. McGraw-Hill Series in Market- 

ing and Advertising. 326 pages; $13.50. 
A thorough, practical, and profusely illustrated guide on how to prepare ad- 
vertising art and make it do its job. The first part of the book covers the me- 
chanics of preparing an advertisement, including layout, drawing and render- 
ing techniques, composition, use of lettering and typography, production factors, 
etc. The second part is concerned with the art director's job in putting sell into 
layout and art, working with artists, writers, research men, executives, and 
clients, and organizing and managing an art department. 


Send for copies on approval 


McGraw-Hill COMPANY, INC. 


330 West 42nd Street New York 36, N. Y. 
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